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Introduction

This Handbook provides guidelines and procedures for adjudicative actions
required as a result of approval of oil and gas cooperative or unit
agreements; communitization or drilling agreements; invalidation of approval
or termination of such agreements; contraction of unit agreements; operating,
drilling, or development contracts; and subsurface storage of oil and gas
agreements. Close coordination between the Field Office and/or State Office
(SO) fluid mineral operations and SO fluid lease adjudication personnel is
important to ensure that prompt and correct actions are taken on oil and gas
leases involved in the agreements identified above, including notation of the
oil and gas plats (or other appropriate status records) and the Automated Land
and Mineral Records System (ALMRS) Case Recordation.

Guidelines and procedures also are provided for actions on applications for
consolidation of leases.

Throughout this Handbook, all references to annotations on oil and gas plats
is intended to include other status records for those BLM offices having such
records instead of plats.

Reverse Side Intentionally Blank
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KeyWords

I. APPROVED UNIT

AGREEMENT

Approved Unit Aqreement

A. General

This section of the Handbook provides guidelines and
procedures for adjudicative actions, including records
notation and lease serial register page/case abstract
updates in the ALMRS Case Recordation, on leases affected
by the approval of a unit, or a late or subsequent joinder
of a lease to a unit, segregations of leases committed in
part to a unit, and extensions of segregated leases. (See
Anne Burnett Tandv. et al., 33 IBLA 106 (1977) for a good
history of unitization.)

For any lease segregated as a result of commitment in part
to a unit, if the public interest requirement is not
satisfied for the unit, i.e., if actual drilling operations
are not commenced and diligently prosecuted in accordance
with the terms of the unit agreement, the lease segregation
shall be declared invalid. Further, the lease segregation
shall be conditioned to state that no operations shall be
approved on the segregated portion of the lease past the
expiration date of the original lease until the public
interest requirement for the unit has been satisfied. (See
43 CFR 3107.3-2.) Also, any lease extension resulting from
the lease segregation is invalid if the public requirement
is not met. (See also Manual Sections 3105.1 and 3107.4.
See Section III.B, below, for action on leases committed to
such agreements.)

Any suspension of operations and/or production granted to a
lease committed to a unit agreement would remain valid only
for the period preceding invalidation of the unit, i.e.,
the lease suspension shall terminate as of the date the
unit is declared invalid, unless continuation of the
suspension is justified to the BLM authorized officer on
a lease basis.
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8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

B. Action on Leases Within Approved Unit Area

Responsible
Official Steo Action Keywords

Field Office

Operations

1. Approve and serialize unit agreement
and input in ALMRS Case Recordation in
accordance with the current data
standards.

UNIT APPROVAL

2. UNIT AGREEMENT

AND EXHIBITS

TRANSMITTAL
LETTER
INFORMATION

Send copies to the SO fluid lease
adjudication of the unit approval
transmittal letter; Exhibit A, a map
showing the area; and Exhibit a,
Schedule of Leases, showing a
description of the lands in leases in
the unit area. Formats for the unit
agreement and its exhibits are found at
43 CFR 3186.1 through 3186.1-2. Ensure
that the unit approval transmittal
letter provides the effective date of
the unit agreement and other basic
information, such as the type of unit
(exploratory or secondary recovery), an
indication of whether oil or gas has
been discovered in the unit area, the
formations unitized, a list of the
Federal leases within the approved unit
aI~ea, indicating which leases are to be
segregated, and a listing of the
committed and uncommitted leases. For
examples of the transmittal letters and
Exhibit B, see Illustrations 1, 2, and
3.

After September 30, 1991, the
the agreement case abstract that
has been entered into Case
Recordation, is to be used in
place of the older Exhibit a,
Schedule of Leases, format.
The use of this automated
Exhibit a from the General
Remarks area of the Case
Recordation agreement case
abstract applies to all
references to Exhibit a in
this Handbook text.

r!Qn:
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Responsible
Official Step Action KeyWords

3. HORIZONTAL
SEGREGATIONS
NOT IN PUBLIC
INTEREST

Indicate in the transmittal letter that
no leases are to be horizontally
segregated. Generally, it is most
undesirable for leases to be segregated
horizontally. The authorized officer
(AO) for fluid mineral operations is
not to approve a unit creating such
Elegregations unless the AO is fully
satisfied that such a segregation is
determined to be in the best interests
of the United States, such as a
unit designed solely to develop
already-established shallow oil
sands where the geologic knowledge
demonstrates that there are much deeper
gas reserves that could not be
anticipated to intermingle with the
shallowoil.

3a. If horizontal segregations of
leases are determined to be in the
best interests of the United
States and are authorized, the
transmittal letter shall indicate
clearly all leases to be so
segregated, in addition to any
vertical segregations, and shall
detail the specific reasons for
such horizontal segregations.

4. PRE-EXISTING
PRODUCTION

Advise the SO fluid lease adjudication
whether any committed leases in the
unit are continued solely by production
from wells on, or allocated to, anyof
the leases on the effective date of the
unit agreement, and whether such
production is allocated to the unitized
or nonunitized lands, or to both.

OPTIONAL: Establish a unit work folder

labeled with unit name, unit serial

number, and unit effective date.

UNIT WORK FILE

CREATED IN

ADJUDICATION

Adjudication

1111'. ('/rl

5.

6. Order from Docket the lease case files
appearing in the transmittal letter.

Docket Charge case files to Adjudication.7.
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Responsible
Official Step Ac:tion Keywords

Adjudication s. PROCESS
PENDING
ASSIGNMENTS

Review case files to ensure that all
pemding lease assignments are processed
to completion promptly, with approval
given, if appropriate. (See Handbook
3106-1 for processing assignments.)
Ac't with priority on such assignments I
be,fore processing any other pending
assignments, to ensure that changes in
the lease record title do not adversely
affect commitment status of the lease
to the unit that the AO for fluid
mineral operations relied upon in
approving the unit agreement.

9. If possible, examine leases with
pending assignments prior to approval
of the unit agreement by the AO for
fluid mineral operations. To avoid
problems with any such assignments and
lease commitment status, review the
accuracy of Exhibit B prior to approval
of the unit. Use Case Recordation to
de't;.ermine if any assignments have been
filed and are pending approval. If
as:signments are pending, coordinate
closely with the Field Office fluid
milrleral operations, with expeditious
processing of such assignments, to
ensure that the commitment status of
the leases involved in the unit is
accurate prior to approval of the unit

agreement.

10. If assignments are pending on leases to
be segregated, and the assignments can
be approved with an effective date
pr:Lor to or simultaneous with the unit
effective date, process them at this
time, before the lease segregation is
processed under Step I.B.19, below.
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Responsible
Official SteD J~ction , Keywords

Depending on the date the
assignment was executed and
the date the joinder of the
lease to the unit was executed
by the assignor/assignee,
leases believed by the AO to be
committed or uncommitted for
unit control purposes may, in
fact, be the opposite. While an
increase in commitment status has
a positive effect, a decrease in
the amount of acreage in the
lease committed to the unit
could raise an issue of whether
the unit should have been

initiallyapproved.

11. LEASE
COMMITMENT
STATUS

Do not approve an assignment that will
r'educe the commitment status of any
lease to a unit without first
consulting with the AO for fluid
mineraloperations. Although the
effect on commitment status is not
grounds to disapprove the assignment,
the parties may be willing to take
appropriate action, such as withdrawing
the assignment or executing a
subsequent joinder to correct the
commitment status.

If the assignor executed a
joinder prior to executing the
assignment, the assignor's act is
binding on the assignee, and the
lease interest assigned will be
considered committed even if the
assignee has not formally
committed its lease interests to
the unit.

An assignment executed prior to
execution of the unit joinder,
however, even if filed
subsequently with BLM, will
exempt the lease interest
assigned from commitment to the
unit.
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Responsible
Official Step A(=tion Keywords

l1c. A lease interest assigned to an
assignee after the assignor's
execution of a joinder,
regardless of when the
assignment is filed with the ELM
or is effective, is committed to
the unit if the assignment is
executed prior to the effective
date of the unit.

12. DEatermine if any unleased Federal lands
aJ:-e located in the unit area. All such
unleased lands are to be indicated on
EJchibit B at the end of the Federal
lE~ases listed ( see Illustration 3) .

UNLEASED

FEDERAL LANDS

13. Notify the SO fluid lease adjudication
pEirsonnel responsible for preparing
the competitive parcels and sale notice
tCI ensure that the required notice to
jc)in the unit is attached to all such
saLle parcels for unleased Federal lands
dE!scribed in the sale notice, and that
le!ases for these lands are not issued
without the required unit joinder (see
Ha~ndbook 3120-1) .

T%'ansrnit Exhibit A to Title Records for
el1~try of unit area on the oil and gas
plat or other appropriate status 1:! !
reicords. 7" ,

EXHIBIT A

UNIT AREA MAP

Title
Records

lS. Er1lter unit area on oil and gas plat or
other appropriate status records.

Adjudication 16. EXHIBIT B
SCHEDULE OF
LEASES

Ch.eck information on Exhibit B a9ainst
the lease case file data. Check only
the le9al land description and lease
effective date. The AO approving the
unit agreement is responsible for the
accuracy of Exhibit B; therefore, do
nOt check the lessee and/or workin9
interest owner information shown on
Exhibit B. In checkin9 Exhibit B,
note each Federal lease (either on the
exhibit or by separate listing) as
fallin9 in one of the following

cate9ories (see Step I.B.18, below, for
further discussion of these categories):
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Responsible
Official Step ~,ction Keywords

Entirely committed;

Entirely within the unit area
but not colMIitted;

16c. Partially within the unit area
but not committed; or

16d. Committed in part.

17. Determine if any leases or lands not
indicated on Exhibits A and B are in
the unit area, or if any Federal oil
and gas interests in the unit area are
not properly indicated on Exhibits A
and B. If so, notify Field Office
fluid mineral operations to resolve any
problems. Such verification can be
made from a copy of the noted plat
or other appropriate status records
from Title Records.

la. ACTION ON
CASE FILES

Document the case files of committed
lteases by placing copies of the unit
transmittal letter in each lease case
f.i.le. Note the lease case files
appropriately from the information
a]?pearing on the transmittal letter and
E:<hibit B, and as confirmed above:

18a. LEASE
ENTIRELY
COMMITTED
TO UNIT

J ;/JJ{J. ' .'
t !'JJ

,v" ..u "

t i. ~t ,
IV ~ ,j

(1 '-1 r..., L-" :'- ,

I; (, ,,' i1; ; ...,

ENTIRELY COMMITTED -

(OPTIONAL: Stamp outside of case

file: "COMMITTED TO (Namel UNIT

AGREEMENT. EFFECTIVE: (Datel.")
, 11, j

. / 1-i.cr

,'.

, I Of <

ij

~

~~
llim: "Entirely committed" leases

are those leases fully or
effectively committed to the
unit agreement, as defined in
Handbook 3180-1, Section II.U,
when all of the lands in the
lease are within the unit area

{ ,
.1' I

f., .:! .

j
;~
J

~
I ' ~

l;f l r

)i ,

f\i ii

(!j! I'

ENTIRELY WITHIN UNIT AREA BUT NOT

COMMITTED -No action required.

(OPTIONAL: Stamp outside of case

file: "ALL IN (Name) UNIT AREA,
BUT NOT COMMITTED. " )

LEASE
ALL WITHIN/
NOT COMMITTED
TO UNIT
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Responsible
Official Step A(~tion Keywords

lac. PARTIALLY WITHIN UNIT AREA BUT
NOT COMMITTED -No action
required. The lease is not

segregated. (OPTIONAL: Stamp
outside of case file: "PART IN
(Name) UNIT, BUT NOT COMMITTED.")

LEASE
PARTIALLY

WITHIN/
NOT COMMITTED
TO UNIT

lli~ : "Not committed" leases are those
leases partially committed or
not committed to the unit
agreement, as defined in
Handbook 3180-1, Section II.U.

led. LEASE
COMMITTED IN
PART TO UNIT

COMMITTED IN PART -Lease is

segregated. (OPTIONAL: Stamp
outside of unitized base lease
case file: "COMMITTED TO (Name\
UNIT AGREEMENT. EFF: (Date\.")
(Also OPTIONAL: Stamp:
"SEGREGATED -SEE (Seqreaated
lease serial number)." See Step

I.B.20, below, concerning the
lease serial number.

18e. Note that a lease "committed in
part" has part of the lands fully
or effectively committed to the
unit agreement, as defined in
Handbook 3180-1, Section IIoU.
Such a lease contains lands both
within and outside the unit area.
Leases "committed in part" are DOt
"partially committed" leases as
described in Handbook 3180-1,
Section II.U. Leases "partially
committed" are those where the
ownership commitment status is
not complete due to the failure
of all appropriate interest
holders to commit their interests
to the unit agreement and

operating agreement. "Partially
committed" leases are considered
"not committed" even though the
degree of ownership commitment
allows actions on the leasehold,
such as drilling or production to
inure to the benefit of fully or
effectively committed unit leases.
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Responsible
Official SteD j~ction KeYWords

Segregate leases "cornmitted in part"
;Lnto two leases, one for the lands in
1:he unit area (base lease) and another
Beparate lease for those lands not in
1:he unit area (segregated lease). The
.!ffective date of lease segregation is
1:he same date as the effective date of
1:he unit approval or the effective date
of subsequent joinder. The process is
described in Steps I.B.21 through 41,
below.

SEGREGATE
LEASES FULLY
OR EFFECTIVELY
COMMITTED
TO UNIT

SEGREGATION
EFFECTIVE
DATE

NEW SERIAL

NUMBER/CASE
FILE

l~equest a new lease serial number and
c:ase f ile j acket .The nonuni tized
].ands are segregated from the unitized
].ands into a new, separate lease. To

!)rovide consistency Bureauwide, and to
alleviate confusion in present and
f:uture actions relating to the two
1.eases, assign the new serial number to
t:he segregated (nonunitized) lease,
"rith the base (unitized) lease to
%'etain its original serial number ( see
Appendix 1), unless a producing well is
located on the segregated lease, in
which case the new serial number needs
to be assigned to the base (unitized)
lease.

21. Transfer any well information on the
lands in the segregated lease to the
new case file. Require anew bond for
the new, segregated lease if a bond is
required for the new lease and the
individual lease bond cannot be
transferred from the base lease because
an unplugged well exists on the base
lease. If the bond is transferred to
the new lease, i.e., coverage is by an
individual lease bond, ensure that both
the principal and surety are notified
of this change.

BOND

REQUIREMENT
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Responsible
Official Step 1\.ction Keywords

22. Identify other pertinent documents in
the base case file to be copied for the
new case file (any documents affecting
the lands in the new lease, i.e., lease
and terms, stipulations, ownership
status, known geological structure

(KGS) notices, accounting advices,
rental rate increases, etc.).

23. RENTAL

REDUCTION

FOR LEASE

CONTAINING

NO KGS LANDS

If the rental of the base lease had
been increased due to a KGS classifica-
tion, check whether either the base or
segregated lease will no longer contain
any lands classified as KGS. If so,
reduce the rental in the affected lease
to the appropriate rate (based on rate
stated in lease form of base lease) and
indicate such a reduction in the
s,egregation decision ( see Illustration
4; the rental rate reduction
information should be indicated after
t:he example paragraphs in the decision) .

:tl!m: The lessee is to be advised of
the rental rate reduction due to
the lands no longer being in
a KGS, even if the lease is
already subject to a rental rate
reduction under a Secretary of
the Interior rental rate
reduction initially announced
October 24, 1986, and extended
to certain other leases through
February 29, 1996 (see Manual
Section 3103.2354 and Handbook
3103-1). In some cases, the
reduced rental rate in Step
I.5.23, above, may be less than
the Secretary's rental rate
reduction. If so, the lease is
entitled to the lower rate.
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Responsible!
Official Step Action Keywords

Check whether segregation of a
producing lease may result in
conversion of either the base lease
or the segregated lease from a minimum
royalty status to a rental status (when
the newly segregated lease is not held
by production from other leased lands).
In such cases, the rental may be past
due and the lessee must be requested in
the segregation decision to pay to the
Minerals Management Service (MMS) the
amount due, within 30 days from receipt
,of the decision.

ADDITIONAL
RENTAL
REQUIRED

24.

~: The Interior Board of Land
Appeals (IBLA) has ruled that
such segregated leases returning
to rental status will not
terminate for nonpayment of
rental until the lessee has been
notified of the conversion from
minimum royalty (nonterminable)
status to rental (terminable)
status and allowed a reasonable
period of time (30 days) in
which to tender the rental
deficiency. (See Huskv Oil Co.,
5 IBLA 7, 79 I.D. 17 (1972).)

25. EXTENSIONS
OF SEGREGATED
LEASES

Determine whether the base lease or

Elegregated lease will be extended.
(See 43 CFR 3107.3-2, Manual Section

:1107. 32, and Handbook 3107-1. ) In

making this determination, particularly
when producing leases are involved, a

%~eview of Celsius Enerov Co. , et al. ,

99 IBLA 53, 94 I.D. 394 (1987) should

be made.

2Sa. If the fixed expiration date (a
definite expiration date) of the
base lease is 2 years or more
from the effective date of the
unit, the segregated lease is not
extended. Use the first example
paragraph in Illustration 4 for
such a situation.
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Responsible
Official Step AI=tion Keywords

E.;ICAMPLE: Lease issued 2-1-87;
expiration date of the base
lease is 1-31-97, with a
segregation effective 5-1-94.
Segregated lease receives no
extension and expiration date
will be 1-31-97.

2!;b. If the fixed expiration date of
the base lease is less than
2 years from the effective date
of the unit approval, the
segregated lease is extended
2 years to the same calendar date
as the effective date of unit

approval. Complete example
paragraph 2 in Illustration 4.

~::AMPLE 1 : Competitive 5-year lease
issued 2-1-90; committed in
part to unit, effective
2-13-94. Segregated lease
is extended until midnight
2-13-96.

E1:AMPLE 2 : Noncompetitive 10-year
lease issued 7-1-83;
extended by diligent
drilling over the
expiration date of 6-30-93
to 6-30-95; committed in
part to unit effective
5-17-947 segregated lease
is extended until midnight
5-17-96.
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Responsible
Official Step F,ction .Kevwords

If the committed lease is in an
indefinite extended term because
of production on the base lease,
the segregated lease shall
continue in effect as long as the
base lease exists and so long
thereafter as oil or gas is
produced from the segregated
lease, but for not less than
2 years from the effective date
of segregation. Complete example
paragraphs 3 and 4 in Illustra-
tion 4. (See Beard Oil Company.
et al., BLM 039507, dated May 22,
1967, in Appendix 2.)

:gXAMPLE : Noncompetitive lO-year lease
issued 1-1-84; production
established 12-15-93 on lands
now within the unit area;
committed in part to new unit
effective 4-27-94. Segregated
lease will continue as long as
the base lease continues to
exist, but not less than
2 years from the effective date
of segregation (4-27-96).
Instances of this type need to
be explained in detail in the

segregation decision (see
Illustration 4).

If the committed lease is in an
indefinite extended term because
of production on the lands in the
segregated, nonuniti2ed lease,
the unitized (base) lease will
continue in effect as long as the
segregated lease exists, and so
long thereafter as oil or gas is
produced in paying quantities on
the unitized (base) lease. (See
Ann Guver Lewis, 68 I.D. 180

(July 3, 1961).)
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Responsible
Official Step Action Kevwords

~AMPLE: Noncompetitive lease issued
1-1-84; production was
established 12-15-82;
committed in part to new unit
effective 5-16-94 (production
is on lands outside the unit
area); base lease will
continue as long as the
segregated lease exists.
Segregated lease will
continue as long as there is
production on the segregated
lease, but not less than
2 years from the effective
date of segregation (5-16-96).
Instances of this type
require detailed explanation
in the segregation decision
(see Illustration 4).

25,e. If the committed lease is in
a fixed term (has a definite
expiration date that mayor may
not be beyond its primary term),
the committed lease will continue
only to the end of such term,
even if there is a well capable
of production on the segregated
lease on the effective date of
segregation. The segregated
lease will continue to the end of
such term (but not less than
2 years from date of segregation).
Unlike committed or segregated
leases that are in an extended
term (continued) by reason of
production, leases with a
definite expiration date will
continue only to that date absent
a distinctly separate basis for
further extension or continuance.
(See Celsius Enerav Co. et al.,
99 IBLA 53, 94 I.D. 394 (1987).)
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Responsible
Official Sten ;n"ction Keywords

EXAMPLE : Noncompetitive 10-year lease
issued 4-1-83, extended by
diligent drilling over
3-31-93, for 2 years ending
3-31-95; production was
established 2-17-94; committed
in part to unit effective
6-23-94 (production is outside
unit area); base lease will
continue until 3-31-95, and
so long thereafter as oil or
gas is produced in paying
quantities from the base lease
or from the unit to which it
is committed. The segregated
lease is extended for 2 years
from the date of segregation,
or until midnight 6-23-96,
and so long thereafter as oil
or gas is produced in paying
quantities from the segregated
lease.

26. Prepare segregation decision (see
I:Llustration 4) for each lease that
is committed in part.

SEGREGATION
DECISION

lli~: PUBLIC
INTEREST
REQUIREMENT

If the segregation and extension
of leases are processed at the
time the unit is approved,
instead of deferring the lease
segregation and extension until
the terms of the agreement have
been validated at a later time
(i.e., the public interest
requirement has been met), the
segregation decision shall
inform the lessee that lease
segregation and extension shall
be deemed invalid if the unit
agreement approval is later
invalidated. If a pattern of
failure to meet the public
interest requirement develops,
the SO fluid lease adjudication
may choose to defer processing
the lease segregations and
extensions until terms of the
unit have been validated.
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Responsible
Official Step Ac:tion Keywords

2Eia. Indicate in the decision that no
operations shall be approved on
the segregated lease past the
expiration date of the original
lease until the public interest
requirement for the unit has been
satisfied (see Section I.A,

above).

27. If' the segregated lease involves lands
iI1~ more than one county, include the
iI1~formation on the specific acreage
within in each county in the decision.

I1'1idicate any rental rate reduction in
th.e segregation decision as discussed
i1'1. Step 1.5.23, above.

Provide copy of segregation decision
to the MMS, Data Management Division
(DMD) annotating additional information
needed by the MMS-DMD.

MMS PROVIDED COPY
OF SEGREGATION
DECISION

r!Qn : If the lease has benefited from
a rental rate reduction under
the Secretary of the Interior's
rental reduction for certain
leases that is effective through
February 29, 1996, or such other
date that is established by a
Federal Reaister announcement,
such reduced rental rate is
to be annotated on the decision
copy transmitted to the MMS-DMD.

WAIVER OF

INCREMENTAL

RENTAL DIFFERENCE

DUE TO LEASE

SEGREGATION/
PARTIAL

ASSIGNMENT

Since the BLM and the MMS have agreed
that neither office shall attempt
to collect the incremental rental
difference that may be caused by a
lease segregation or partial assign-
ment, annotate the copy of the
decision sent to the MMS-DMD to clearly
indicate: II INCREMENTAL RENTAL

DIFFERENCE OF $ , DUE TO LEASE
SEGREGATION/PARTIAL ASSIGNMENT, WAIVED
UNTIL NEXT MMS REGULAR BILLING CYCLE."

ReJ.. ,j-~~~

7/8/94
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Responsible
Official Stet) Action Keywords

30a. The additional rental required as
a result of the segregation or
partial assignment shall not be
due and payable to the MMS until
the next scheduled MMS courtesy
notice billing cycle for the
involved leases.

~: This waiver shall apply
regardless of the additional
incremental annual rental rate
per acre involved, e.g., $.50,
$1, $1.50, $2, $5, $10, etc.

If lease is committed to a producing

unit, indicate on the copy of the

decision sent to the MMS-DMD that the

lease account must be transferred from

a nonproducing (terminable) status to

a producing (nonterminable) status.

LEASE ACCOUNT
TRANSFERRED FROM
NONPRODUCING
STATUS TO
PRODUCING STATUS

32. After segregation decision is typed and
appropriate documents are photocopied
for new (segregated) lease case file,
check documents, surname decision, and
route for signing, mailing, ALMRS Entry,
Title Records, and filing in Docket.

ALMRS Entry 33. For leases committed in part to the
unit, enter the following, using the
current data standards:

AUTOMATED
NOTATION

33a. Enter Action Date (MANDATORY
ACTION CODE): Date base
(committed) lease segregated
(effective date of unit); DE 1775
Action Code 259/DE 2910 Action
Code 700; Action Remarks: "INTO
(Serial number of the new
seqreqated lease);" (see
Illustration 5).
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Responsible
Official Step Action Keywords

Change the base lease legal land
description so that the serial
register page indicates what lands
have been segregated and are no
longer within the base lease.
OPTIONAL: It is useful to enter
after the segregated lands the
following: "SEGR TO {Serial
number of new seareaated lease},"
to provide an easy cross-reference
to the Action Remarks, especially
for leases subjected to more than
one segregation.

33c. Correct the acreage remaining in
the base lease.

33d. Make appropriate proprietor
screen change/update if lease
segregation results in a change
in lessee (e.g., where two
lessees have shared varying
interests in portions of the
original lease, but after a unit
segregation, only one lessee may
hold title to the base lease).

Enter the appropriate last
historical production code and
replace or remove current
production codes from the base
lease, as appropriate, if all
sources of production in the base
lease are transferred to the new
lease as a result of the lease

segregation.

34. For leases committed to a unit, enter
the following, using the current data
standards (see Illustration 5):

AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date lease
committed to unit (unit effective
date or lease effective date,
whichever is later); DE 1775
Action Code 226/DE 2910 Action
Code 232; Action Remarks: Unit
serial number and name.

Rel. 3-293
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Responsible
Official Stet) Action Keywords

35. For the segregated new lease, enter
the following, using the current data
standards:

AUTOMATED
NOTATION

Establish the new case with the
identical case type from the base
lease, e.g., if the base lease
is case type 311112, the new
segregated lease also will be
case type 311112.

Enter Action Date (MANDATORY
ACTION CODE): Date new lease
segregated from base lease
(effective date of unit); DE 1775
Action Code 569/DE 2910 Action
Code 209; Action Remarks: "OUT
OF iSerial number of base leasel;"
(see Illustration 6).

Enter Action Date (MANDATORY
ACTION CODE): Date parent
lease issued (base lease case
established); DE 1775 Action Code
001/DE 2910 Action Code 387.

Enter Action Date (MANDATORY
ACTION CODE): Effective date of
lease (from base lease); DE 1775
Action Code 225/DE 2910 Action
Code 868.

Enter Action Date (MANDATORY

ACTION CODE FOR ACQUIRED LANDS

ONLY): Fund symbol from base

lease; DE 1775 Action Code 444/DE

2910 Action Code 496; Action

Remarks: Fund symbol argument

code.

35!. Enter Action Date (MANDATORY
ACTION CODE): Royalty rate from
base lease; Appropriate DE 1775
Action Code 102-109/DE 2910
Action Code 530-536 or 549.

ReI.3-293
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Responsible
Official Step Acllin Kevwords

35g. Enter Action Date (MANDATORY
ACTION CODE); Date segregated
lease expires; DE 1775/2910
Action Code 763.

Make appropriate proprietor
screen change/update if lease
segregation results in a change
in lessee (e.g., where two
lessees have shared varying
interests in portions of the
original lease, but one lessee
may hold title to the new lease).

If all sources of production
are transferred from the base
lease to the new segregated
lease, enter appropriate first
production current and historical
action codes.

Enter the land description and
acreage of the new segregated
lease only.

36. If the segregated lease is extended: AUTOMATED
NOTATION

Enter Action Date (MANDATORY
ACTION CODE): Date segregated
lease is extended (effective date
of unit); DE 1775 Action Code
258/DE 2910 Action Code 235;
Action Remarks: THRU (Date
to which lease extended\.

Enter Action Date (MANDATORY
ACTION CODE): Newexpiration
date of leaseJ DE 1775/2910
Action Code 763.

37. FoJ~ leases within unit agreement

bOllndary, but not committed to unit,
en1:er the following, using the current
da1:a standards :
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Responsible
Official Step Action Kevwords

37a. Enter Action Date (MANDATORY
ACTION CODE): Date lease in unit
but not committed (unit effective
date or lease effective date,
whichever is later); DE 1775
Action Code 262/DE 2910 Action
Code 233; Action Remarks: Serial
number of unit agreement; General
Remarks: Legal land description,
if only part of lease is in unit.

When either base or new segregated
lease changes from nonproducing
(terminable) status to producing
(nonterminable) status, enter the
following:

38a. Enter Action Date (MANDATORY
ACTION CODE): Date first
production memorandum or other
notice sent to MMS-DMD that lease
changed from nonproducing status
to producing status; DE 1775
Action Code 057/DE 2910 Action
Code 102.

When either base or new segregated
lease changes from producing

(nonterminable) status to nonproducing
(terminable) status, enter the
following:

39a. Enter Action Date (MANDATORY
ACTION CODE): Date notice sent
to MMS that lease changed from
producing status to nonproducing
status; DE 1775/2910 Action Code
058.

Title
Records

40. Enter lease serial number for each
new segregated lease, and adjust the
lease lines on oil and gas plats or
other appropriate status records.

Docket 41. File case file.
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Keywords

c. 1.2te or Subseauent Joinder of a Lease to an

~istina Unit

A late joinder is one that was executed by the party
prior to the effective date of the unit, but that is
received by the AO for fluid mineral operations after
approval of the unit. Such a late joinder is effective
as of the effective date of the unit.

LATE
JOINDER

SUBSEQUENT
JOINDER

A subsequent joinder is one executed by a party after the
effective date of the unit and received by the AO after
this date. The effective date of a subsequent joinder is
as specified in the unit agreement. (See Handbook 3100-1,
Glossary of Terms.) Agreements following the standard
format at 43 CFR 3186.1 (Section 28) provide that the
subsequent joinders are effective upon receipt by the AO.
Unit agreements following an earlier version of the
regulations provide that the effective date of a subsequent
joinder will be the first day of the month following
receipt of the necessary joinder documents by the AO. For
subsequent joinder to a producing unit during the last
month of a lease term, see Bruce Anderson, 30 IBLA 179
(1977), and Regional Solicitor's Opinion on Effective Date
of Unit Joinders, dated May 16, 1984 (see Appendix 3).
For subsequ'ent joinder of a new lease being issued fot'
unleased lands in the unit area, the effective date of
joinder is the effective date of the lease.

For a uncommitted lease committed by late or subsequent
joinder, or subsequent joinder of a new lease being issued,
evidence of the late or subsequent joinder showing the
serial numb,er of lease committed and the effective date of
commitment is placed in the lease case file, and the
commitment status is noted on Exhibit B following Step
I.B.16, abo'Y'e. Follow procedures in Steps I.B.1S through
I.B.40, abo"1e, to indicate unit joinder in and on the case
file, to sel;regate any lease, and to extend any segregated
lease, if a:~propriate. However, if the lease is committed
to a unit by subsequent joinder, the action date in Steps
I.B.34 and I.B.37, above, is the effective date of the
subsequent joinder as specified by the AO, and not the
effective date of the unit or date of unit approval.
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Kevwords

II. ~oved 'Communitization Aareement

A. Gener,tl

A communitization agreement (CA) is an agreement where all

parties holding working interests in a spacing unit for a
certain formation or formations, usually set by a State Oil
and Gas Commission order, combine those lease interests and
consider loperations conducted anywhere in the spacing unit
as if the'r were on each lease. The agreement must be
signed by or on behalf of all appropriate parties and filed
prior to the expiration of the Federal leases involved in
order to I=onfer the benefits of the agreement upon such
leases. (See 43 CFR 310S.2-3(a).)

COMMUNITIZATION
AGREEMENT

~: A :lease committed in part to a CA is not segregated. LEASE COMMITTED
TO CA NOT
SEGREGATED

A CA may c:onsist of only Federal leases or a combination
of Federa:L and non federal leases, and may be formed at any
time befoJ~e or after the commencement of drilling
operation9. A CA is effective for Federal oil and gas
leases upon approval by the AO for fluid mineral
operation9. The CA is effective from the date of the
agreement or from the date of the onset of production from
the commullitized formation, whichever is earlier, or in
some casesl, the effective date may be the same as the
effective date of a State pooling order. (See 43 CFR

3105.2-3(b) .)

A CA is not usually approved unless all lands are leased.

However, aL CA may be approved where there is at least one

leased traLct (Federal, State, Indian, or fee) containing a

well prod\;lcing in paying quantities within the area to be

communitized and there will be a long delay in leasing the

remaining Federal lands.
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KeyWords

UNLEASED

FEDERAL LANDS

Leases within a CA may terminate or expire because of a
lack of drilling or failure to timely establish production.
In such instances, where no other active Federal lease is
committed to the CA or unless drainage is occurring, the
AO for flu.ld mineral operations is to be requested to
terminate 1~he CA. If termination of the CA is not
appropriatl~, the unleased Federal lands within the CA
are to be Inade available for competitive leasing promptly
under 43 CJ1'R Part 3120. The competitive parcel offered
for sale il3 to include all available lands within the
communitizl~d area. The Notice of Competitive Lease Sale
for such a parcel must be noted to indicate that the lands
are within an existing CA and that the successful bidder
shall be required to negotiate a subsequent joinder with
the operator of and the owners of other lease working
interests in the CA, or otherwise show cause why joinder
should not be required. (See Handbook 3120-1.)

Prior to lease issuance, the prospective lessee must
comply witrl 43 CFR 3101.3-1 the same as for a unit area.
Upon acceptance of the joinder by the AO for fluid mineral
operations, the lease may be issued. The lease form is to
be noted: .'Committed to Communitization Agreement
(CA serial number), Effective (lease effective date)." A
lease will not be issued if the prospective lessee fails
to join the CA unless satisfactory justification for
nonjoinder is submitted and approved by the AO for fluid
mineral ope~rations .

Detailed guidance and procedures for approval of a CA are
contained in Manual Section 3160-9. (See also Manual
Sections 3105 and 3107 and Handbook 3107-1.)
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B. ,~ction on Leases Within Communitized Area

Responsible
Official --1;tep Action Kevwords

Field Off.lce

Operationla
1. COMMUNITIZATION

AGREEMENT
APPROVAL

Approve and serialize CA and input
into ALMRS Case Recordation using the
current data standards.

2. Send copy of transmittal letter to the
SO fluid lease adjudication. The copy
of the transmittal letter must show the
area and formation or formations

communitized, leases affected, and
effective date of CA (see Illustration
7). (See Manual Sections 3105.2 and
3160-9.)

Adjudicatj.on 3. Order the case files for the leases
appearing in the transmittal letter

4. CA WORK FILE
CREATED IN
ADJUDICATION

OPTIONAL: Establish a CA folder

labeled with serial number of CAt and

CA effective date.

Docket 5. Charge case files to Adjudication.

Adjudication 6. ACTION ON
CASE FILES

Check to ensure lands in the CA are
within the identified lease and not
in another lease that has recently
been segregated out of the identified
lease. If any other leases are
affected, obtain the appropriate case
files.

7. Place a copy of the transmittal letter
or a copy of the CA serial register
page in each affected lease case file.

8. OPTIONA~: Stamp outside of lease case
files to indicate the CA number and CA

effective date.

!:!QIE.: At the time the CA is being
considered for approval, close
coordination between the Field
Office fluid mineral operations
and the SO fluid lease
adjudication is necessary if
pending lease assignments or
unusual royalty rates on
affected leases are involved.

~~, -~-.'Q~
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Responsible
Official Step Action Keywords

9. LEASE ACCOUNT
TRANSFERS

If approval of a CA is accompanied
bya first production memorandum,
transfer lease accounts from
nonproducing (terminable) to producing
(nonterminable) status in the MMS
automated system using the procedures
for First Production provided in
Handbook 3107-1, Section II.A.

10. Route case files for ALMRS Entry and to
Docket. Route CA information to Title
Records for entry of CA area on oil and
gas plat or other appropriate status
records.

ALMRS Entry 11. Enter Action Date (MANDATORY ACTION
CODE): Enter date lease committed to
CA (effective date of CA or lease
effective date, whichever is later);
DE 1775 Action Code 256/DE 2910 Action
Code 246; Action Remarks: CA serial
number.

AUTOMATED
NOTATION

12. If lease changes from nonproducing
(terminable) status to producing
(nonterminable) status, enter the
following:

12a. Enter Action Date (MANDATORY
ACTION CODE): Date first
production memorandum or other
notice sent to MMS that lease
changed from nonproducing status
to producing status; DE 1775
Action Code 057/DE 2910 Action
Code 102.

Title
Records

13. Enter CA area on oil and gas plat or
other appropriate status records.

Docket 14. File case files.
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KeYWords

III. .I.!lY.alidation of At)t)roval of Unit/Communitization

~eement

INVALIDATION
OF UNIT /
COMMUNITIZATION
AGREEMENTA. Gener~

If the pu:blic interest requirement (PIR) identified in
Manual Sections 3105.1 and 3107.4 is not met, approvalof
the unit/CA is declared invalid ab initio. Any lease
segregation and extension of the segregated lease resulting
from initial approval of a unit also are invalid. (See
also Section I.A, above.)

FIELD OFFICE

REVIEW THAT

PUBLIC INTEREST

REQUIREMENT

HAS BEEN MET

FOR UNIT/CA

The requi:t'ement that the PIR must be satisfied before any
benefits ,:an accrue to leases included in a unit/CA is
contained in the Federal oil and gas regulations at 43 CFR

3105.2-3, 3107.1, 3107.3-2, 3107.4, 3183.4(b), and 3186.1
at Sections 9, 18(g), 20, and the "Certification-
Determina"t.ion." The determination whether the PIR has
been met must be reviewed by Field Office fluid mineral
operationla in conjunction with any request for approval of
a volunta:"y termination of a CA prior to the end of its
fixed te~n, or when a CA automatically expires at the
end of itj! term and a well has not been drilled to the
communiti:~ed formation, or when a unit agreement
terminatel!. The PIR determination also must be
specifica:Lly addressed by the AO for fluid mineral
operationl~ prior to termination of a unit agreement. The
PIR deten~ination must be effected in a written notice to
the opera1;or that it is the finding of Field Office
operations that the PIR has been met.

FIELD OFFICE
OPERATIONS
RESPONSIBILITY

The primaJ:-y responsibility for determining whether the
PIR for a unit or CA has been met, or has not been met,
lies with the AO for fluid mineral operations, who is
responsibJ.e for preparing the decision to the appropriate
parties to the unit/CA concerning the PIR determination.
If the det:ermination is favorable (i.e., the PIR is met),
the AO sends such notification to the unit/CA operator.
If the det;ermination is adverse (i.e., the PIR is not met),
the Field Office fluid mineral operations must send a
decision t;o the unit/CA operator providing the right of a
State Dire!ctor review of the adverse PIR determination. If
the State Director affirms the AO's determination that the
PIR has not been met, a decision must be issued with a
right of clppeal to IBLA (see Illustration 8). A copy of
the decisi.on that the PIR has not been met must be
forwarded to the SO fluid lease adjudication.
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Keywords

The primar:l' responsibility for actions taken on the
affected ljeases, as a result of a determination that
the PIR hals not been met, lies with the SO fluid lease
adjudicatil:>n. It is important that Field Office fluid
mineral opterations provide a listing of all the leases
affected b:l' an adverse PIR determination.

STATE OFFICE
RESPONSIBILITY

If upon un.i.t approval, the SO fluid lease adjudication had
opted to df~lay processing the segregations and extensions
of the involved leases pending the PIR determination, and
the PIR is not favorable, the unit is not considered to be
valid, and no further action concerning the involved leases
is required. If the unit area had been noted on the oil
and gas plat or other appropriate status records, such
notation must be removed. However, if the leases were
segregated and the segregated leases were extended at the
time the unit was initially approved, proceed under
Section II:r.B, below.

~: If 1:he PIR has not been met, use of the phrase
nte]~ination of the unit/CAn is no~ appropriate. A
refE!renCe to the termination of a unit implies that
the PIR has been met and that the affected leases
are eligible for segregations, extensions, etc.,
whic:h is not the case. When the PIR has not been
met by the unit/CA, the unit/CA is deemed to not
havEI existed, and no benefits whatever can accrue.
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B. ,P.ction on Committed Leases

Responsible
Official- Sten Action Kevwords-

Adjudicat;Lon I. Receive from Field Office operations
a copy of the determination decision

declaring approval of the unit/CA
invalid ab initio (see Illustration
8) .

INVALIDATION
NOTIFICATION

~: Ensure that the determination
decision is final before

proceeding, i.e., that the
administrative review and appeal
periods have expired.

2. Access ALMRS Case Recordation unit/CA
serial register page to determine the
leases that were committed to the

unit/CA.

3. Request case files from Docket.

Docket 4. Charge case files to Adjudication.

Adjudication 5. ACTION ON
CASE FILES

File copy of decision determining
unit/CA invalid ab initio in each lease
case file. If the case file jacket was
stamped to indicate the commitment
status of the lease to the unit/CAt
those markings either are to be
crossed off or noted that the unit/CA
approval was invalidated.

6. Identify leases that were segregated,
including segregated leases that were
extended due to the segregation when
the unit was approved.

MQll: No segregation occurs when a
lease is committed in part to a
CA. Proceed to Step III.B.ll,
below, for processing an
invalid CA.
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Responsible
Official Step Action Keywords

7. UNIT

SEGREGATION/
EXTENSION
NULL AND VOID

Prepare decision advising lessee that
as a result of the invalidation of the
unit approval, the lease segregation
and extension of the segregated lease
are also invalid, and the lease is
consolidated as if no segregation based
on the unit occurred (see Illustration
9) .

!:!Qn: Use special care to avoid use of
the word "termination" in the
decision.

8. Combine each segregated lease with its
base lease in the base lease case file.

CONSOLIDATION
OF SEGREGATED
LEASES

Sa. The lands that were in the
new segregated lease, now
consolidated back into the base
lease, will again have the same
term as the base lease (and the
same lease serial number as the
base lease). If the base lease
was nonproducing with a fixed
expiration date at the time of
the segregation, the consolidated
lease will have the same expiration
date.
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Responsible
Official Step Action Kevwords

ab. If the base lease was in its
extended term by reason of
production at the time of
segregation, the consolidated
lease will have the same extended
term. Any activity that would
affect the status of either the
segregated lease or the base lease
would affect the consolidated
lease. For example, if production
is established on either lease
during the fixed term of the base
lease, that production will hold
the consolidated lease. Also, if
actual drilling operations are
diligently conducted over the
expiration date of the base lease
(on the base lease and not merely
within the unit), the consolidated
lease will have the benefit of the
2-year lease extension provided
under 43 CFR 3107.1.

9 ACCOUNTING
ADVICES

Prepare accounting advices for MMS-DMD
for the nonproducing leases showing
the lease consolidation and proper
expiration date. Each lease
consolidation will require two
accounting advices, one to cancel the
segregated lease in the MMS automated
system and one to adjust the acreage,
etc., of the base lease (see
Illustration 10).

Route decision for signing, mailing,
Title Records notation, ALMRS Entry,
and to Docket.

Send copy of invalidation decision and
unit/CA map to Title Records.

Check and sign decisionSigning
Official

12.

Title
Records

13. Remove unit/CA notation from oil and
gas plat or other appropriate status
records. Also, for consolidated
leases, remove segregated lease serial
number and adjust the lease lines.
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ResponsiblE!
Official SteD Action Kevwords

ALMRS Entr1r 14. Update leases to reflect lease
consolidation due to invalidation
of CA/unit, using the current data
standards (see Illustration 11).
Enter on both the segregated and
base lease serial register pages:

AUTOMATED
NOTATION

14a. Enter Action Date (MANDATORY
ACTION CODE): Date unit approval
invalidated (date of determina-
tion decision); DE 1775/2910
Action Code 691; Action Remarks:
Unit/CA serial number.

15. Enter on base lease serial register

page:

Enter Action Date (MANDATORY
ACTION CODE): Date leases
consolidated when unit approval
invalidated (date of determina-
tion decision); DE 1775 Action
Code 199/DE 2910 Action Code 972;
Action Remarks: Serial number
of segregated lease that was
consolidated into this base
lease.

Adjust legal land description and
acreage of the base lease.

16. Make the following entry on the
segregated lease serial page:

Enter Action Date (MANDATORY
ACTION CODE): Date case closed
when unit approval invalidated
(date of determination decision);
DE 1775/2910 Action Code 970;
Action Remarks: "INTO (Serial
number of base lease\" that this
lease was consolidated into.
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Keywords

IV. Termination of Unit/communitization Aqreement

A. Gener,al

AGREEMENT
TERMINATION

When a unit or CA terminates, any lease committed to the
agreement is entitled to a 2-year extension of the lease
term from the effective date of the agreement termination
unless the fixed term of the lease (i.e., lease has a
definite ,expiration date) surpasses the length of that
extension or the lease has expired, terminated, been
relinquished, or cancelled before the agreement terminated.
The AO fo.r fluid mineral operations is responsible for
notifying the SO fluid lease adjudication of the agreement
termination. This notification must include a statement
that the ;agreement had been validated (public interest
requirement met). (See Sections I.A and III, above.) If
the unit or CA was producing, the notification must also
indicate for each lease involved whether that lease
continues to receive production from any other source,
i.e., production on the leasehold or from another
agreement. The SO fluid lease adjudication is responsible
for determining if the lease is entitled to the 2-year
extension provided under 43 CFR 3107.4.

EXAMPLE : Lease issued effective 2-1-85; normal expiration
date 1-31-95; unit/CA terminated 7-1-94. New
expiration date of lease is 7-1-96.

~: PUBLIC
INTEREST
REQUIREMENT
NOT MET

If the PIR is not met, the agreement does not
teI~inate, but rather the approval is invalidated.
Thl;ls, no benefits, such as the 2-year extension
mentioned above, accrue to leases committed to such
agr'eements. (See Section III.B, above, for action
on leases involving invalidation of approval of an

agr'eement. )
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B. llction on Comrni tted Leases

Responsibl.e
Official Step Action Keywords

Adjudication 1. TERMINATION
NOTIFICATION

Receive from Field Office fluid mineral
operations a copy of the termination
letter sent to the unit/CA operator
that indicates the unit/CA serial
number, effective date of unit/CA
termination, that a determination
was made that the public interest
requirement was met, and, if the
agreement was producing, whether the
leases involved will continue in
production either from the leasehold
or from another source (see
Illustration 12).

2. File termination letter in the unit/CA
work f ile if such a f ile is maintained !(/~
in the SO fluid lease adjudication. -"( ,i

Determine affected leases and order

case files from Docket.

Charge case files to Adjudication,Docket 3.

Adjudication 4. Send copy of termination letter to
Title Records.

Remove unit/CA notation from oil and
gas plat or other appropriate status
records.

Title
Records

5.

ACTION ON
CASE FILES

Adjudication 6. File a copy of the termination letter
in each lease case file. If the case
file jacket has been stamped to
indicate the commitment status of the
lease to the agreement, those markings
either are to be crossed off or another
notation is to added to indicate the
effective date of the unit or CA
termination.
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c. :~ction on Lease Extensions

Responsible
Official !;teD Action Keywords

Adj udicat;Lon 1. Determine if a 2-year extension under
43 CFR 3107.4 is applicable to any of
the leases involved. Only those leases
committed to the agreement that are
still in effect on the termination date
of the unit/CA are entitled to the
extension. (See Aquarius Resources
Carp., 64 IBLA 153 (1982).)

LEASE
EXTENSIONS

2. Determine whether the lease account
remains in producing (nonterminable)
status or must be changed back to a
nonproducing (terminable) status in
the MMS automated system.

LEASE
ACCOUNT
TRANSFER

2a. For units or CA's where there was
no preexisting production and
operations did not lead to a first
production memorandum, normally no
transfer of lease account will
occur in the MMS automated system,
and the lease account will remain
in nonproducing ~erminable)
status.

2b. If the terminated unit/CA had
established production and the
unit/CA termination resulted from
discontinuance of such production,
determine for each lease committed
to the unit/CA whether the lease
account remains in producing
(nonterminable) status or is to be
changed back to a nonproducing
(terminable) status in the MMS
automated system. Use the
guidance in Appendix 4 and the
following steps to determine if
any change in the lease account
status is required.
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Responsible!
Official Step Action Keywords

2c. LEASE ACCOUNT
REMAINS IN
PRODUCING

(NONTERMINABLE)
STATUS

If the leasehold in the terminated
unit/CA at any time contained a
well capable of producing oil or
gas in paying quantities, or
continues to produce from a well
on the leasehold or from another
source, the termination of the
unit or CA will not affect the
lease account status. The lease
account remains on royalty or
minimum royalty status in the MMS
automated system and is not
changed to a nonproducing
(terminable) status. (See example
paragraphs 3 or 4 of Illustration

13.)

2d. RETURN LEASE

ACCOUNT TO

NONPRODUCING

(TERMINABLE)
STATUS

If the leasehold does not or did
not have a well that has ever
been determined to be capable of
producing oil or gas in paying
quantities. the lease account in
the MMS automated system is to
be changed to a nonproducing
(terminable) status. The rental
is considered due as of the next
anniversary date after the date
the unit or CA terminated, or the
date of last production from the
unit/CA, whichever is earlier.
This is true even if the lease was
at one time part of a producing CA
or participating area (PA), so
long as the CA or PA well was not
on this lease. If the rental due
is not timely paid within 30 days
notice of the change in the
lease status, the lease will
automatically terminate (see
Appendix 4, Article D.)
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Responsible
Official -13tep Action Keywords

!!QI.E.: Occasionally, a well may be
directionally drilled from one
lease into another. In the
event of directional drilling,
the bottom hole location within
the producible formation
determines the lease to which

drilling and/or production is
attributable, not the surface
location of the wellhead.

2e. If of a lapse of time occurs
between the effective date of the
unit/CA termination and the
receipt by the SO fluid lease
adjudication of the unit/CA
termination notification, a lease
that formerly was in a (minimum)
royalty status in whole or in part
may have reverted to a rental
status without the lessee being
made aware of the change in
sufficient time to make the proper
annual rental payment to the MMS.
In such cases, the SO fluid lease
adjudication is to check the
MMS Business Information System
(BIS) screens to determine whether
sufficient rental was paid for the
lease.

HQTE.: The IBLA has ruled that a

lease shall DOt terminate for

nonpayment of rental until the

lessee is made aware that the

lease has reverted to a rental

status and is allowed a

reasonable time to tender the

rental payment (30 days). (See

Huskv Oil Co., 79 I.D. 17,
5 IBLA 7 (1972).)
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Responsible
Official ~tep Action Kevwords

2f. If annual lease rental for the
next anniversary date after
termination of the unit/CA has not
been paid or is deficient, allow
the lessee 30 days from receipt of
the decision advising of the
unit/CA termination within which
to pay the rental to the MMS (see

example paragraph 5 of Illustra-
tion 13). The decision shall be
sent by certified mail.

3. Complete the decision to lessee giving
notification of unit/CA termination,
any lease extensions, and, if
appropriate, the transfer of the lease
account from producing (nonterminable)
status to rental (terminable) status
(see Illustrations 13 and 14).

3a. EXTENSION OF
NONPRODUCING
LEASES

When an extension is granted on a
nonproducing lease, use example
paragraph 2 of Illustration 13 and
annotate a copy of the decision
Bent to the MMS-DMD to notify them
of any other specific information
required in the MMS automated
system to change the lease account
to a nonproducing (terminable)
status.

Jb. EXTENSION OF
PRODUCING
LEASES

When an extension is granted on a

producing lease, use example
paragraph 3 of Illustration 13.

Send a copy of the decision to the

MMS-DMD to advise of the lease

extension end date.

30. MULTIPLE
LEASES
EXTENDED

If numerous leases are involved,
see Illustration 14 for
notification to the affected
lessees.

4. Route decision for signing, mailing,
ALMRS Entry, and to Docket.

Signing
Official

5. Check and sign decision,
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Responsib:le
Official ~;tep Action Keywords

ALMRS Ent]~ 6. Enter appropriate actions in Case
Recordation (see Illustration 15):

AUTOMATED
NOTATION

6a. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
unit agreement termination; DE
1775 Action Code 684/DE 2910
Action Code 336; Action Remarks:
Unit serial number; QR

6b. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
CA termination; DE 1775 Action
Code 642/DE 2910 Action Code 522;
Action Remarks: CA serial number.

~--
If lease is extended, enter the

following, using the current data
standards:

7.

7a. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
lease extension (date of unit/CA
termination); DE 1775 Action
Code 258/DE 2910 Action Code 235;
Action Remarks: THRU (Date to which
is lease extended); ~

7b. Enter Action Date (MANDATORY

ACTION CODE): New expiration date

of lease; DE 1775/2910 Action Code

763.

8. If lease remains in nonterminable

(producing} status:

Sa. Enter Action Date (MANDATORY
ACTION CODE): Lease paying
minimum royalty; DE 1775/2910
Action Code 649; Action Remarks:
Applicable minimum royalty rate
per acre.

9. If lease reverts to a rental

(terminable) status:
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Responsibl.~
Official ~:ep Action Kevwords

9a. Enter Action Date (MANDATORY
ACTION CODE): Date notice sent to
MMS that lease account is changed
from a producing (nonterminable)
status to a nonproducing
(terminable) status; DE 1775/2910
Action Code 058.

~: See Appendix 5 for a listing of
key action codes from the data
standards that are to be used
in ALMRS Case Recordation and
Record System Release 1.0 for
the leases that are involved in
the various types of agreements
and contracts.

Docket 10. File case file.
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KeyWords

v. Unit (~ontrclction

A. f;enercll

UNIT
CONTRACTION

Contraction of a unit is the process of reducing a unit
area to the bol;tndaries of the participating area (PA),
usually oc:currj.ng in accordance with the terms of the unit
agreement.. MOEIt units automatically contract to the PA
5 years aj:ter t:he first PA is established. Termination of
a PA also resul.ts in unit contraction.

An elimincltion from a unit of the entire lease committed
to that urlit results in a 2-year extension of the lease
under 43 C:FR 3107.4, unless the lease term surpasses the
length of that extension. (~: Basically, the lease
extension is the same as that resulting from a unit/CA

termination.)

LEASE

ELIMINATED

IN ENTIRETY

FROM UNIT

LEASE ELIMINATED
IN PART FROM
UNIT IS NOT
SEGREGATED

Elimination of a portion of a committed lease from a
producing unit plan does not cause or permit a segregation
of the eliminated portion into a new and distinct lease.
The elimi!1,ated portion of the lease and the portion that
remains u!1.itized continue to form one lease. The term of
the eliminated portion continues coextensively with the
term of the portion of the lease still committed to the
unit plan.

Section 17(b) of the Mineral Leasing Act of 1920, as
amended, 30 U.S.C. 226(m) (1988), contains no authority
for the Department of the Interior to segregate a unitized
lease into sepa.rate leases upon its partial elimination
from a unit plan by reason of contraction of the unit area.

(See ~~l Oil Com~any, 70 I.D. 473 (1963), State
National B~f El Paso. Texas. Trustee, 12 IBLA 354
(1973), and ~athon Oil Com~anv. et al., 78 IBLA 102

(1983).)
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B. b£tion I~n Leases Affected Bv Contraction

Responsible .
Official ~ep Action Kevwords

Adjudication 1. UNIT CONTRACTION
INFORMATION
RECEIVED

Receive notification from Field Office
fluid mineral operations that unit has
contracted. The notice is to identify
those leases entirely and partially
eliminated and to include a new unit
area map (Exhibit A) and a new schedule
of leases Exhibit B). The notice also
is to include all pertinent well
information in order that the SO fluid
lease adjudication is able to determine
lease status for each lease involved,
i.e., minimum royalty, rental, or
production on a lease basis.

~: After September 30, 1991, the
the agreement case abstract that
has been entered into Case
Recordation, is to be used in
place of the older Exhibit B,
Schedule of Leases, format.
The use of this automated
Exhibit B from the General
Remarks area of the Case
Recordation agreement case
abstract applies to all
references to Exhibit B in
this text.

')., . Send new Exhibit A to Title Records

Title
Records

:3. Adjust unit area on oil and gas plat or
other appropriate status records.

Adjudicatiol1 '1. Order case files from Docket for all
leases within the unit boundary prior
to the contraction. These leases are
listed on the old Exhibit B in the unit
folder.

Docket ~i . Charge case files to Adjudication.
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Responsible
Official 1;tep Action Keywords

Adjudicat:Lon 6. Review documents, including new unit
area map and new Exhibit a, to verify
which leases are within the contracted
area in whole or in part and which
leases are completely outside the new
unit boundaries. If any discrepancies
are evident, notify Field Office fluid
mineral operations to resolve any

problems.

VERIFICATION
OF LEASES
AFFECTED
BY UNIT
CONTRACTION

File evidence of unit contraction in
the unit work folder if such a folder
is maintained in the SO fluid lease

adjudication.

8. Process the case files as follows: ACTION ON
CASE FILES

Sa.

UNCOMMITTED
LEASES

LEASES COMPLETELY OR PARTIALLY
WITHIN THE UNIT THAT WERE NOT
COMMITTED -No adjudicative action
is required. If case files for
such leases were previously marked
to indicate the existence of the
unit, either remove the marking or
stamp the case file jacket to
indicate that the lease is no
longer in the unit area, e.g.,
(Name) unit area contracted,
effective (Date). Route the
case file for ALMRS Entry (see
Step V.B.9c, below), and to
Docket for filing.

~: Sometimes such uncommitted
leases are in the PA and, thus,
are still within the contracted
unit area. Such leases may be
partially committed to the unit
and receive some allocated
production benefits (see
Handbook 3180-1). In such
instances, the case file jacket
or case file should continue to
indicate the relationship to the
unit in the event of subsequent
j'oinder .
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Respons iblE!

Official ~:ep Action Keywords

COMMI
LEASE
REMAI
IN UN

LEASES COMMITTED TO THE UNIT THAT

ARE COMPLETELY WITHIN THE

CONTRACTED UNIT AREA -No

adjudicative action is required.
No change in ALMRS Entry is made,

because the lease status is not

affected. Return case files to

Docket.

Sc. COMMITTED

LEASES/PART
ELIMINATED

LEASES COMMITTED TO THE UNIT THAT
ARE PARTIALLY WITHIN THE
CONTRACTED (REMAINING\ UNIT AREA -
Complete a "unit contraction
information sheet" (see Illustra-
tion 16). No lease extension is
authorized; the lease is not
segregated. File the completed
sheet in the case file. Route the
case files for ALMRS Entry (see

Step V.B.9b, below), and to Docket
for filing.

OPTIONAL: Mark the case file jacket to
indicate that part of the
lands in the lease have been
contracted out of the unit,
e.g., PARTIALLY CONTRACTED
OUT OF (Name\ UNIT,
EFFECTIVE (Date}.

COMMITTED

LEASE/ENTIRELY
ELIMINATED

LEASES COMMITTED TO THE UNIT THA!
ARE ENTIRELY ELIMINATED FROM UNIT
Remove any reference to unit
commitment from the outside of the
case file jacket. Determine if
lease is entitled to an extension.
If so, proceed to Section V.C,
below.

OPTIONAL: Stamp outside of case file:
(Name) UNIT CONTRACTED,
EFFECTIVE (Date).
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Responsib:Le
Official ~itep Action Keywords

ALMRS EntJ:'y 9. Enter appropriate actions in Case
Recordation in accordance with the
current data standards:

AUTOMATED
NOTATION

9a. Enter Action Date (MANDATORY
ACTION CODE): Date lease
eliminated by contraction
(effective date of contraction);
DE 1775 Action Code 257/DE 2910
Action Code 226; Action Remarks:
Unit serial number; QB

9b. Enter Action Date (MANDATORY
ACTION CODE): Date lease
partially eliminated by
contraction (effective date of
contraction); DE 1775 Action Code
234/DE 2910 Action Code 253;
Action Remarks: Unit serial
number; General Remarks: Enter
legal land description and acres
in portion of lease eliminated
from unit.

9c. For uncommitted leases that were
within the unit that are no longer
in the contracted unit, remove the
DE 1775 Action Code 262/DE 2910
Action Code 233 entry.
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~~tion on Lease Extensionsc.

ResponsiblE!
Official Step Action Kevwords

Adjudication 1. Prepare decision notifying the lessee
of the lease extension (see Illustra-
tions 17 and la; Illustration la
provides examples for multiple leases
involved in a unit contraction).

LEASE
EXTENSIONS

2. LEASE
ACCOUNT
TRANSFER

Determine whether the lease
account is to remain in producing
(nonterminable) status or is changed
to nonproducing (terminable) status in
the MMS automated system. (See Step
IV.C.2, above, and Appendix 4 for
situations that would result in the
lease account reverting to a rental

status.)

3. Provide a copy of the decision to the
MMS-DMD, annotating the decision with
any additional information required by
the MMS, especially is the lease
account reverts to rental (terminable)
status.

4. Route decision for signing, mailing,
ALMRS Entry, and to Docket.

signing
Official

5. Check and sign decision.

ALMRS Entry 6. Enter appropriate actions in Case
Recordation using the current data
standards:

AUTOMATED
NOTATION

6a. Enter Action Date (MANDATORY

ACTION CODE): Effective date of

lease extension (Date unit

contraction effective); DE 1775

Action Code 258/DE 2910 Action

Code 235; Action Remarks: THRU

(Date to which lease is extended);

.81:!Q.

6b. Enter Action Date (MANDATORY
ACTION CODE): New expiration date
of lease; DE 1775/2910 Action Code
763.
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Responsib].e
Official --1:tep Action KeYWords

7. If lease remains in producing
(nonterminable) status in the MMS
automated system:

Enter Action Date (MANDATORY
ACTION CODE): Lease paying
minimum royalty; DE 1775/2910
Action Code 649; Action Remarks:
Applicable minimum royalty rate
per acre.

8. If lease reverts to a rental

(terminable) status:

Enter Action Date {MANDATORY
ACTION CODE): Date notice sent to
MMS that lease account is changed
from a producing {nonterminable)
status to a nonproducing
{terminable) status; DE 1775/2910
Action Code 058.

Docket 9. File case files.

Reverse Side Intentionally Blank
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Keywords

VI. Approved D,evelopment Contract

A. Qeneral..

DEVELOPMENT
CONTRACT

The Mineral Lea:sing Act of 1920, as amended by the Act of
March 4, 1931 (,~6 Stat. 1523; 30 U.S.C. 184, 226) provides
the authority for approval of development contracts
between lessees of oil and gas leases and other parties
whenever the conservation of natural products or the

public con'17enience, necessity, or interests of the United
States will be best served by such approval.

Unlike uni't. areiis, the area covered by a development
contract ii! usuiilly much larger and relatively unexplored,
i.e. , nonp;~oduc1:ive areas with no known potential.
Approval ii! authorized by 43 CFR 3105.3 and is predicated
on the kinds of work that will be done over the term of
the contrac=t. ~~he contract normally calls for definite

explorator~{ objE~ctives, a timetable, significant financial
expenditurE!s, and may require a definite drilling
obligation..

LEASES IN
DEVELOPMENT
CONTRACT EXEMPT
FROM ACREAGE
CHARGEABILITY

Approval oJ: the contract has no affect on the leases
subject to the c:ontract, except that the lease acreage is
exempt frO!11 acre!age limitations ( see 43 CFR 3101.2-3 ) .
Drilling oz~ procluction within the contract area does not
extend the leaseis, except those upon which producing wells
are located, nor are leases segregated or extended by
reason of j.nclueion in the development contract area.

~: LeaEles ar'e not extended upon elimination from the
deve~lopme,nt contract or termination of the contract .

Inclusion of a lease within the development contract area
has no effe~ct on future actions involving the lease, such
as approval. of assignments, terminations, relinquishments,
etc.

The approve!d development contract is to be entered into the
ALMRS Case Recordation in accordance with the current data
standards for agreements.
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B. ill:tion on Leases Sub;ect to Contract Approval

Responsible!
Official St:ep Action Kevwords

Adjudication 1. APPROVED
DEVELOPMENT
CONTRACT
INFORMATION
RECEIVED

Receive copy from Field Office fluid
mineral operations of the transmittal
letter to the contractor with a
schedule of the leases subject to the
approved development contract (see
Illustration 19).

2. Determine all leases affected by the
development contract appr~val, and
request the case files from Docket.

Docket 3. Charge case files to Adjudication.

Adjudication 4. Place a copy of the transmittal letter
in each lease case file affected.

ACTION ON
CASE FILES

OPTIONAL: Stamp outside of case file:

SUBJECT TO (Name) DEVELOPMENT CONTRACT,

EFFECTIVE: (Date).

s. Route case files for ALMRS Entry and to
Docket for filing.

ALMRS Entry 6. AUTOMATED
NOTATION

Enter Action Date (MANDATORY ACTION
CODE): Date lease subject to approved
development contract (effective date of
development contract); DE 1775 Action
Code 218/DE 2910 Action Code 243;
Action Remarks: S,erial number of
development contract.

Docket '7 . File case files.
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j~ction on Leases Subiect to Contract Terminationc.

Responsib:le
Official ~;tet) Action Keywords

Receive copy from Field Office fluid
mineral operations of development
contract termination letter sent to
contractor, that indicates the
effective date of its termination.

Adjudicat;lon 1. TERMINATION
NOTIFICATION

2. Determine leases affected by the
termination of development contract,
and request case files from Docket.

3.Docket Charge case files to Adjudication.

Adjudicatj.on 4. ACTION ON
CASE FILES

File copy of termination letter in each
affected lease case file. If the
outside of the lease case file has been
stamped to indicate that the lease is
subject to the contract, remove such
notations.

5. Route case file for ALMRS Entry and to
Docket for filing.

ALMRS Ent:ry 6. Enter Action Date (MANDATORY ACTION
CODE): Date development contract
terminated; DE 1775 Action Code 261/DE
2910 Action Code 248; Action Remarks:
Development contract serial number.

AUTOMATED
NOTATION

Docket 7. File case files

Reverse Side Intentionally Blank

.
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KeyWords

VII. ~)rovecl Gas Storaqe Aqreement

~;enera~A.

GAS STORAGE
AGREEMENT

A gas stoI~age agreement provides for the subsurface storage
of natura]. gas on Federal public domain or acquired lands,
leased or unleased, whether such gas is actually produced
from these! Federal lands. Gas storage agreements allow
Federal lcLnds to be used to store natural gas during
periods 01: excess production so that supplies will be
available to meet peak demands. Various forms have been
used for t;he a~proval of underground gas storage agreements
over the y'ears, however, use of a model form for new gas
storage ac;rreements shall be used, unless specific
conditionel require different terms (see Manual Section
3160-11). The approved gas storage agreement is to be
entered il11 the ALMRS Case Recordation in accordance with
the currel1:t data standards .

Certain fees and payments are required for the subsurface
storage of gas. An annual storage fee per net Federal
mineral acre or fraction thereof is required for the lands
in the gas storage area. Further, an injection fee and a
withdrawal fee are required. The terms of the agreement
provide for a renegotiation of the fees, except for certain
older agreements (see Manual Section 3160-11).

Leases may be issued for unleased Federal lands containing
a gas storage al~reement. However, the specific formation
or formations cl:>vered by the storage agreement must be
excluded from tl:1e lands being offered for competitive sale
(see Handbook 3120-1, Section III.C).

Any lease used 'Eor the underground storage of oil or gas
shall be eKtendl~d for the period of storage under an
approved a,greem,~nt. The obligation to pay annual lease
rental con.t.inue!3 during the extended period ( see 43 CFR

3105.5-4).

LEASE EXTENDED
FOR PERIOD OF
GAS STORAGE
AGREEMENT

LEASES IN
GAS STORAGE
AGREEMENTS
NOT SUBJECT TO
SEGREGATION OR
LEASE EXTENSION

The inclusion OJ: a portion of a Federal lease in a gas

storage ag:ceement shall not result in the segregation of
the lease for the lands inside and outside the agreement

area, as oc::curs with a unit agreement. Also, inclusion of

a Federal :Lease in a gas storage agreement will not in

itself result in the lease being placed in a minimum

royalty status. And, unlike unit and communitization

agreements" leasles included in gas storage agreements are

not eligib:Le for a 2-year extension as a result of being

eliminated from such an agreement or upon termination of

such an ag]~eement .
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B. ~.ction on Leases in Aqreement

Responsible
Official SteD Action Keywords

Receive copy from Field Office fluid
mineral operations of the transmittal
letter to the operator and a schedule
of the leases affected (see Illustra-
tion 20).

Adjudication 1. GAS STORAGE
AGREEMENT
TRANSMITTAL
LETTER

2. Request case files from Docket.

3.Docket Charge case files to Adjudication.

Adjudication Place copy of transmittal letter in
each lease case file affected and stamp
outside of case file: COMMITTED TO
(Name) GAS STORAGE AGREEMENT,
EFFECTIVE (Date).

4. ACTION ON
CASE FILES

s. If the lease account is in nonproducing
status in MMS automated system, prepare
an accounting advice to indicate that
the lease will continue as long as
committed to a gas storage agreement,
and transfer account to nonterminable
status in the MMS automated system (see
Illustration 21).

ACCOUNTING

ADVICE -

GAS STORAGE

AGREEMENT

~: The lease will remain in effect
for the duration of the gas
storage agreement. If the lease
is in a producing status, the
lease is extended for the term
of the gas storage agreement and
so long thereafter as oil or gas,
not previously produced (stored),
is produced in paying quantities.
If the lease is in a nonproducing
status, the obligation to pay
annual rental continues during
this extended period.

6. Send gas storage agreement to Title
Records. ,

Enter gas storage agreement area on oil
and gas plat or other appropriate status
records.

Title
Records

7.

Rel. 3-293

7/8/94
BLM MANUAL

Supersedes Rel. 3-108



55

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Responsible
Official Step Action Keywords

Adjudication 8. Route case files for ALHRS Entry and
to Docket for filing.

ALMRS Ent:t'y 9. Enter appropriate actions in Case
Recordation using the current data
standards:

AUTOMATED
NOTATION

9a. Enter Action Date (MANDATORY
ACTION CODE): Date lease
committed to gas storage agreement
(effective date of gas storage
agreement); DE 1775 Action Code
248/DE 2910 Action Code 245;
Action Remarks: Gas storage
agreement serial number.

9b. Enter Action Date (MANDATORY
ACTION CODE): Date lease account
transferred from nonproducing
(terminable) status to producing
(nonterminable) status; DE 1775
Action Code 057/DE 2910 Action
Code 102.

Docket 10. File case files.
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c. ~:tion on Leases Upon Aareement Termination

ResponsiblEI
Qfficial ~:ep Action Keywords

Adjudication 1. Receive copy of gas storage agreement
termination notification from Field
Office fluid mineral operations.

TERMINATION
NOTIFICATION

2. Determine lease or leases affected by
termination of the agreement and order
case files from Docket.

Docket 3. Charge case files to Adjudication.

Adjudication 4. Send copy of termination notification
to Title Records.

Title
Records

5. Remove gas storage agreement notation
from the oil and gas plat or other
appropriate status records.

Adjudication 6. Place copy of termination notification
in each lease case file affected. If
the outside of the case file has been
stamped to indicate that lease is within
the agreement, remove such notations.

ACTION ON
CASE FILES

7. Determine status of lease as a result

of agreement termination.

7a. GSA TERMINATED -

LEASE EXPIRED

If the lease was held solely by
its inclusion in the gas storage
agreement, termination of that
agreement will cause the lease to
expire (see Manual Section
3105.54). Prepare decision of
notification of lease expiration
(see Illustration 22).

7b. If the lease is nonproducing and
has passed the expiration date of
its primary or fixed term, the
lease expired simultaneously with
the termination of the agreement.
Notify the SO fluid lease

adjudication personnel responsible
for processing the termination and
expiration list to ensure that the
lease expiration is properly noted
on the records.
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Responsib:Le
Official ~;tep Action Keywords

7c. GSA TERMINATED -

LEASE STILL IN
PRODUCING STATUS

If the lease is producing, the
lease account remains in producing
(nonterminable) status and no
change in the MMS automated system
is necessary.

7d. GSA TERMINATED
LEASE STILL IN

PRIMARY/FIXED
TERM

If the lease is nonproducing, and
has not reached the end of its
primary or fixed term, prepare an
accounting advice showing the
definite lease expiration date and
change the lease to nonproducing
(terminable) status in the MMS
automated system (see Illustration

23).

ACCOUNTING
ADVICE -

GSA TERMINATED

8. Route case files for ALMRS Entry and
to Docket for filing-

ALM:RS Ent:t'y 9. Enter the required notations in Case
Recordation using the current data
standards:

AUTOMATED
NOTATION

9a. Enter Action Date (MANDATORY
ACTION CODE): Date gas storage
agreement terminated; DE 1775
Action Code 260/DE 2910 Action
Code 249; Action Remarks: Gas

storage agreement serial number

Enter Action Date (MANDATORY
ACTION CODE): Date lease account
transferred from producing
(nonterminable) status to

nonproducing (terminable) status;
DE 1775/2910 Action Code 058.

Enter Action Date (MANDATORY
ACTION CODE): Update expiration
date of primary or fixed term of
lease; DE 1775/2910 Action Code
763.

Reverse Side Intentionally Blank

Rel. 3-293

7/8/94

ELM MANUAL

Supersedes Rel. 3-108



59

B-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Keywords

VIII. ~lsolidation of Leases

A. ,g~eneraJ..

CONSOLIDATION
OF LEASES

No specific provisions of the Mineral Leasing Act authorize
the consolidation of leases. Nevertheless, the Department
of the Int,erior has long considered the broad, general
authority of the Secretary of the Interior to promote ---
conservation of oil and gas resources to serve as a
justification to consolidate leases where the basic goals
of conserv'ation of the resources will be furthered.
Neither colnvenience nor efficiency for either the lessee
or the DeI='artment provides adequate rationale for
consolidating leases. However, many lease consolidations
might result in easier administration for both the United
States and the lessee/operator after the process has been

completed.

Historically, applications for lease consolidation were
formally filed in a Land or State Office. However, the
decision to approve or disapprove the consolidation of
leases was base,d upon the recommendations of the
u.s. Geological Survey (USGS) Conservation Division.
Numerous prior ,decisions of the Department and the IBLA
have clarified 'che general principle that applications for
lease consolida.cion are generally treated with disfavor,
and the burden 'CO overcome this general proposition lies
with the applicant. (See Marathon Oil Coo et alo,
97 IBLA 102 (1987)).

Four main 'princi.ples were considered by the USGS and the

BLM before approval of any application for lease

consolidation. These remain valid today:

GUIDELINES
FOR LEASE
CONSOLIDATION

PROMOTE
CONSERVATION
OF RESOURCE

1. The application must demonstrate that the
consolidatled lease will promote a valid conservation
purpose, sl~ch al~ eliminating the problem of commingling
production from several leases and the associated
accounting comp:Lexity placed on the BLM and the MMS;
eliminatio]:1 of I~ome production-related facilities, such
as pipeliru~s, tJ:'eating vessels, storage tanks, and meters,
thereby rei;ulting in increased safety, possibly less
spillage, and rE~duced operating costs; or achieving a
greater u11:imatE~ recovery of the resource by operating
the leases as one. Additionally, the applicant must
demonstratE~ that~ the benefits of consolidation cannot
be accompl:Lshed through either unitization or

communitization.~~'-"'Lease consoiidation cannot be used as
an attempt to-hOld nonproductive acreage or avoid
additional development on leased lands.
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Keywords

RELINQUISH
NONPRODUCING
ACREAGE IN
LEASES

:!. AJ.l nonproducing acreage within the leases
to be consolidat;ed must be relinquished as a condition of
approval. If an operator has established plans for further
development; of cldj acent undeveloped acreage in any of the
leases to be consolidated and such development also would
be logicalJ.y paI~ of the consolidated lease, those lands
need not bel relj.nquished, provided that the AO for fluid
mineral ope!rations is satisfied that the operator will most
likely carI:'Y out; the development. Otherwise, approvalof
lease consolidat;ion is to be deferred until all drilling
has been complet;ed. Any relinquishment of acreage is to
be accomplj.shed concurrently with the approval of lease
consolidatj.on by the AO (e.g., by submittal of the
relinquishn\ent clocuments just prior to approval of the
lease consolidat:ion, after the BLM and the applicant have
had an opportunity to examine both documents) to avoid the
following ElcenaJ:'ioe :

a.. Failure of the lessee to execute and
file the reilinqu.ishment after approval of the lease

consolidation; ~~

b,o An eventual determination to disapprove
the consolidation after the lessee has lost acreage that
might otherwise have been retained if the lessee had known
that consolidation would not be approvedo

The primary purpose of requiring relinquishment of acreage
is to force the lessee or operator to maximize deve~opment
on the leased lands or to allow other interested parties to

acquire any undeveloped portion.
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Ke'rwords

RECORD TITLE

INTEREST MUST
BE IDENTICAL

IN LANDS TO BE

CONSOLIDATED

3. Basic record title interest within the
consolidated lease must be identical in all the lands. If
part of the leases to be consolidated will be relinquished,
the record title interest in such relinquished lands does
~ need to match that of the lands to be consolidated.
When relinquisrunent is appropriate, all lessees for all
lands in the leases to be consolidated will have to either
join in the application for lease consolidation or
positively conc't1r by formal relinquishment of that acreage
in which they hold an interest. Working interest holdings,

i.e., operating rights (subleases), ideally and normally
also are to be identical. Such uniformity is not required,
however, providlad that the applicant for consolidation
provides adequa'te concurrence to the consolidation from
operating rightJa holders of the involved leases together
with proof that such holders do not have an objection to

any required re:Linquishment of lease acreage. since the
BLM case files 110 longer provide an abstract of the precise
working in'ceres1: holdings in leases, information from the
applicant ,as to such holdings is acceptable in the absence
of an indi,~ation that a purported working interest owner,
or its predeCeS!3Or by death, merger, or name change, has
never had ian in1~erest in the lease either as lessee or

approved aiasignE~e/transferee. Any review of lease case
f iles in tJ1is rE~gard needs to be only cursory; where the
lease owneJ~ship is complex, the applicant for lease
consolidat:Lon ill to be required to prov ide a breakdown of
the chain of tit:le so that the BLM can easily compare the
holdings w;Lth those documents contained in the case files.
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Keywords

SERIAL NUMBER

AND ANNIVERSARY

DATE OF THE

OLDEST LEASE

RETAIN LEASE

STIPULATIONS

FOR LANDS IN

CONSOLIDATED

LEASE

RENTAL AND

ROYALTY RATE

.4. U]?on approval of a lease consolidation, the
resulting .lease is to be given the serial number of the
oldest leaiae consolidated. The consolidated lease shall
carry the j~nni vi~rsary date ( issuance date) of the oldest
lease. If all 1:he leases to be consolidated carry the
same anniv.~rsar;r date, the lowest serial number is to be
assigned to the newly consolidated lease. To the extent
that the l,~ases being consolidated contain lease
stipulations, the stipulations shall be retained in the
consolidatl~d lease as to the specific lands in each
original ll~ase 1:0 which the stipulations applied. The
rental ratl~ for the consolidated lease shall be that of the
consolidatE!d lecLse carrying the highest rental rate; the
minimum royalty rate also shall be similarly calculated.
The produc1:ion 1~oyalty rate on the consolidated lease
normally aJ~so iEI to be that of the individual lease with
the highest: roycLlty rate. In some instances, with older
leases havj.ng a variable royalty, i.e., step-scale or
sliding-sccLle royalty, an economic evaluation by the Field
Office fluj.d mineral operations must be made to determine
the royalty rate most appropriate. In such cases, ensure
that the le!ase c'onsolidation will not reduced the royalty
rate. That: roya.lty rate which will provide the greatest
return to t:he Un.ited States, considering discounted cash
flow principles and the eventual decline in production
rates, is to be selected in complex cases. Extreme care is
to be takeI11 wheI1 a proposal is made to consolidate leases
with diffez:'ent royalty rates, since the effect of the
consolidation may be to increase the number of marginally
producing wells on a fixed royalty with high producers on
a variable royalty, thus lowering the average production
below the threshold for a higher royalty return to the
United States. If such a result is at all probable, the
consolidation is not to be approved; commingling is
preferable as long as a reasonable agreement can be reached
on the percentage of production to be attributed to each
well and/or producing zone. If the applicant for lease
consolidation is willing to agree to a royalty rate that
will result in a royalty return determined to be at least
equal to that which the United States would otherwise
receive without I::onsolidation, consolidation may be
approved. In sul:h unusual cases, the Office of the
Solicitor is to be consulted prior to approval to ensure
that the reBultiJ~g royalty rate is compatible with the
provisions of the mineral leasing laws.
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KeyWords

LEASE
CONSOLIDATION
FOR PRODUCING
AND ADJACENT
LEASES

As indica1:ed above, lease consolidation normally will bel

approved only when all of the leases to be consolidated (

are already in a producing status. Favorable \

recomrnendcitionEI for consolidation shall be limited to adjacent ]?roduc:tive leases; the leases are to be

adjoining" not merely cornering. Requests for lease

consolida1:ion based upon proposed drilling plans can

normally ciccomplish the lessee's aim of lease preservation

through comrnunj.tization or unitization instead. Lease

consolida1:ion Elhall not be approved when communitization

or unitizcition provides an acceptable alternative, even if I

the papeniork burden on the proposing operator is greater. '\

CONSOLIDATION OF

UNINTENTIONAL
ASSIGNED AND

RETAINED PARTS
OF LEASE

There haVE! been, however, a few cases where assignees of
either producing or nonproducing leases have been able to
demonstrat:e tha.t an approved assignment unintentionally
failed to embra.ce all the leased lands because of some
typographj.cal eirror by company personnel. In such cases ,
the assignee may desire to consolidate leases that were
originally plan.ned or requested as one lease in order to
retain the! original rights and benefits of the lease as
issued. J:n such cases, the AO may approve consolidation
of the assligned and retained portions of the lease (once
the recordl title is the same for both leases), provided
that the a.pproved unintentional partial assignment did !l.9.:t.
in any manmer effect the terms of either the assigned or
retained leases (e.g., when a partial assignment out of a
lease extelnded by production causes a 2-year extension of
the nonprclducing retained or assigned lease). (See
Handbook 3107-1.)

Because of the proliferation of small-acreage lease
assignments in the mid-1980's that were filed and approved
by the BLM: prior to passage of the Federal Onshore Oil and
Gas Leasing Reform Act of 1987, some lease developers that
have obtained holdings in a relatively compact form in
some of these small leases may seek consolidation of such
leases. Consolidation of these small-acreage leases
normally is not to be approved, since the carving up of the
original larger lease was a deliberate, intentional act.
Instead, communitization would ordinarily be adequate to
allow lease dev'elopment and conservation of the resources.

Leases segregat,ed as a result of a unit approval, when the
unit agreement is later deemed invalid for not having met
the public intet"est requirement, are required to be
consolidated in'to the original lease as if no segregation
occurred (see S4ection 111.8, above) .

Rel.3-293

7/8/94

BLM MANUAL

Supersedes ReI. 3-108



64

8-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

B. b..!~tion on Application to Consolidate

Responsibll!
Official ~:ep Action Kevwords

Field Offic:e

Operations or

Adjudication

I. Receive written or oral inquiry about
the possibility of consolidating
leases. Respond using the guidance
contained above, by either discussing
with the potential applicant the
principles indicated, or preparing a
written response. If a written
response is made, as appropriate,
enclose a copy of the above general
discussion, as may be amended by any
supplemental directives.

INFORMAL

INQUIRY -LEASE

CONSOLIDATION

Receiving
Official

2. Receive formal application for lease
consolidation. Date-time stamp and
send to Docket.

APPLICATION
FOR LEASE
CONSOLIDATION

Docket 3. Pull lease case files and send to

Adjudication.

Adjudication 4. INITIAL REVIEW

OF APPLICATION

TO CONSOLIDATE

LEASES

Review application and the affected
case files for conformance with the
principles discussed under Section
VIII.A, above. Ensure that the leases
are producing, the record title of the
consolidated lease will be uniform, and
that the lease terms, rental rates, and
royalty rates, and any other provisions
required by law can be reconciled. For
instance, the minimum royalty rate of a
lease issued prior to enactment of the
Reform Act is set by law at $1 per
acre, whereas the minimum royalty rate
for a Reform Act lease is not less than
the rental which otherwise would be
required for the lease year (not less
than $1.50 per acre per year for the
first through fifth lease years, and
not less than $2 per acre for each year
thereafter). Such minimum royalty
rates cannot be reconciled, thus,
leases issued prior to the Reform Act
cannot be consolidated with leases
issued under the Reform Act. Also, the
acreage in the consolidated lease
cannot exceed the maximum acreage
required by law or regulation.
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Responsible
Official ~tep Action Kevwords

s. REQUEST FIELD

OFFICE REPORT

If the leases are producing and the
differences can be reconciled, request
a report from the Field Office fluid
mineral operations on whether the
consolidation would promote
conservation of the resources, based
on the principles discussed in Section
VIII.A, above.

6. LEASE
CONSOLIDATION
APPROVAL

If the Field Office report is
favorable, prepare a decision approving
the consolidation (see Illustration

24).

7. Combine the leases in the case file of
the oldest lease consolidated. If
reconciliation of lease terms and
stipulations or rental and royalty
rates was required, ensure appropriate
adjustments as discussed in Step
VIII.A.4, above, are made in the
ALMRS Entry.

8. Route decision for signing, mailing,
Records notation, ALMRS Entry, and to
Docket.

Signing
Official

9. Check and sign decision.

Title
Records

10. Adjust lease lines and remove all
serial numbers except the consolidated
lease serial number from the oil and
gas plat or other appropriate status
records.

Adjudication :11. LEASE
CONSOLIDATION
REJECTION

If the record title is not identical,
or differences in terms of the leases,
etc., cannot be reconciled, or Field
Office fluid mineral operations report
is not favorable, reject the
application (see Illustration 25).

:L2. Route decision for signing, mailing,
ALMRS Entry, and to Docket.
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Responsible
Official ~ap Action Kevwords

1:3.ALMRS Entry Make the appropriate entry for each
lease covered by the application for
lease consolidation using the current
data standards:

AUTOMATED
NOTATION

Enter Action Date: Date lease
consolidation application
rejected; DE 1775 Action Code
718/DE 2910 Action Code 393

(decision issued); Action/General
Remarks: Reason for rejection of
application to consolidate leases.

Enter Action Date (MANDATORY
ACTION CODE): Date leases
consolidated; DE 1775 Action
Code 199/DE 2910 Action Code 972;
Action Remarks: Serial number of
lease consolidated into this
lease (see Illustration 26).

13c. Enter Action Date (MANDATORY
ACTION CODE): Date lease case
closed due to approval of lease
consolidation; DE 1775/2910
Action Code 970; Action Remarks:
"INTO (Serial number of lease
into which this lease was

consolidated).

Docket l~~ . File case files.
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Format for Letter Transmitting Approved Unit Agreement

(Secondary Recovery Unit)

IN IIt:PI.Y IIt:t't:IITt,

United States Department of the Interior

BIRt:AI" (~f I.A'I~ \t",,\(;t:\tt:'T

3105 (Office Code>

Unit Operator

(~ddre..)

D8&r

The ~~ Unit A9reement, ICountv and State!, is approved on (Date unit
Agreement auuroved, and is effective as of IEffective date of aareement\.
This a9reement has been desi9nated number IUnit eerial number\.

The basic information is a. follows:

1. Th.1 unit agreement area was designated for 8econdary recovery purposes
under the unit plan regulations of August 12, 1983, by letter dated

-

Only the Madison Formation, as defined in Section 3.2 of the unit

ag%'eement, i. unitized.
2.

3. The unit area embrace. 14,501.33 acre., more or 1..., of which
10,818.92 acre. {74.60 percent) are Federal lands, 640.00 acre.
{4.41 percent) are State land., and 3,042.41 acre. {20.99 percent) are

pat~.nted land..

The followinq Federal leases embrace lands within the unit area:
4, .

(LJ..t by .erial number of lease; indicate by an * those lease. that
are to be con.idered for segregation; indicate if the serial number is

fol~ a lease offer. )

* ::ndicates fully and effectively collUnitted lease to be considered for
..egregation pursuant to Section 18(g) of the unit agreement, Public

]~aw 86-705, and 43 CFR 3107.3-2.

1:he uni1: operator has advised that it is not the intent of the parties to

1:hi. ag]~eement to horizontally segregate any Federal lease.

5. All lands and interests are fully committed by State of ~ Order,

Or'jer No. , dated (Date of order\ .

:[n view of the foregoing commitment status, effective control of operations

\~ithin .~he unit area i8 assured. We are of the opinion that the agreement
;Ls neces.ary and in the public interest and is advisable for the purpose of

rnore properly coneerving natural resources.
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Format for Letter Transmitting Approved Unit Agreement

(Secondary Recovery Unit)
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Example of Exhibit B of an Approved Unit Agreement

rn{lBrrB

1b unit ~~t

BlAC(WAm UNTr

C11aves ~ty, New ~'d.ro

Basic (NerndiIXJ
Tract ~. ot Serial ~. Royalty Royalty Worldm Interest

.liIIId ~criptial Acres & E'<D. ~te ()Inership ~-ot Recoro ()IneI'S ()Iners

1. ~S.-R22E 592.50 ~36714 USA Yates bie Yates

Sec. 19: 3/1/91 12.S\ Petrolelm Petroleun
1Dts 1 thnl 4. CDr!X)ratial -1~ CDr!X)ratiCl1 -10011

E72W2. ~

2. T9S-R22E 1.987 .25 NM- 36715 USA Yates None Yates
Sec. 6: 3/1/91 12.5 Petrolellll Petroleun

1Dts 1 thro 7 CDr!X)ratial -1~ CDr!X)ratial -10011

S2NE. SF1N.

~W. SE

Sec. 7

1Dts 1 thro 4.

~2. E2

Sec.. 18:

1Dts 1 thro 4.
E..~ .~
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Example of Exhibit B of an Approved Unit Agreement

ReI. 3-293
7/8/94

BLM MANUAl.

Supersedes Rei. 3-1OS



Illustration 3, Page 3

8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Example of Exhibit B of an Approved Unit Agreement
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Example of Exhibit B of an Approved Unit Agreement
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Example of Exhibit B of an Approved Unit Agreement

PAGE: 3DEPARTMENT OF THL IN'rERI0R

BUI!EAIJ OF LAND MANA(;EMENT
PCN: OGO80Pl

FORM 1274-18

AS OF: ]1 ]194
(:AS!-; TYPE S~R I AL NUMllER

]]8220 NMNM 82050 X

CASE AHSTRAC1'
02- 25-1920; 041 S'rA'I'O437 ; 3011SC181
°,G SECONDAIIY liMIT
COMMODITY- OIL' (;AS

ACTIONS
DA'r~~ CODE TAKEN Rf;MARKS

02 IAI EXHIBIT B EFFE(:'1'IVE 1.2/01/1989
03 LEASE SJo:RJ AL NO TRI PH ] , PH 2'
04 NMNM 02:!6.161 1 11.06007 10.02344
05 NMNM 024]36A 2 0.]53q2 0.37885
06 NMNM 025585BI 3 0.43380 0.47445
07 NMNM 07]955 4 0.01305 0.0]305
08 NMNM a71955 5 3.50831 1.47668
09 NMNM 0733q4D 6 ].42]60 ].82524
10 NMNM 0142233 7 2.7q586 2.90286
11 NMNM 0]42321 8 0.37734 0.4]255
12 NMNM 0155254D q 4.64729 4.86066
]3 NMNM 0]554941 ]0 2.]0240 2.4q8~2
14 NMNM 0155494A 11 0.08117 0.08847
15 HMNM 0]55494A ]~ ].4]276 3.55823
16 NMNM 0177517 13 3.23J29 4.18767
]7 NMNM 017517 14 0.720J4 0.34783
18 NMNM 0254700 15 1.16749 0.82053
]9 NMNM 0276225 ]6 ].28715 2.06028
20 NMNM 034636:! 17 1.03897 2.10919
~] NMNM 03544~7A ]8 8.8469q 5.05~90
22 NMNM 0403706 19 3.41729 2.46~40
23 NMNM 0444628 20 1.23271 1.53655
24 NMNM 9047A ~1 0.16958 0.~8160
~5 NMNM 25478 22 3.87497 ].7849~
26 NMNM 29:!24A 23 0.01305 0.01305
27 NMNM 576371 ~4 0.05643 0.05068
28 NMNM 58~31 ~5 0.070q7 0.12043
29 HMNM 60347 26 0.04848 0.05070

PH )%

~~~~ CONTINUED ~~~~

ReI.3-293
718194

BLM MANUAL

Supersedes Rei. 3-106



Illustration 3, Page 6

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Example of Exhibit B of an Approved Unit Agreement

0.01]05
0.]9806
0.0263
0.02758
0.12560
0.35]85
0.01326
0.01341
0.16566
0.10353
9.96786
0.08773
0.85724
0.29397
4.36680
1.35607

17.113Rl
0.07284
0.01336
0.0]404
4.4867J
0.20q04
4.28831
0.47382
1.34461
0.32518
1.lq478
0.21408
0.05226
0.0522]
2.49.145
0.05221
0.01305

30 NMNM 60)47
31 NMNM 63352
32 NMNM 6541.l'
33 NMNM 65413
)4 NMNM 65q6)
35 NMNM 6q642
36 NMNM 78255
37 NMNM 7R255
)R IINJJEASEn F'En
39 STATE
40 S.rATE
41 STAT~;
42 STATE
43 FEE
44 FE~
45 FEE
46 FEf:
47 F~:~
4R fEE
49 FEE
50 FEE
5] FEE
52 FEE
53 FE~:
54 FEE
55 FEE
56 FEE
57 FEE
58 FEE
59 FEE
60 FEE
61 FE~
62 FEE

27 0.01.105
28 0.J6009
29 0.026.10
30 0.02832
]1 0.12205
]2 0.54622
33 0.01337
34 0.01360
.15 0.26715
36 0.09821
37 2.68612
38 0.08411
39 1..11499
40 0.J8775
41 2.77365
42 3.34529
43 21.50210
44 0.0416]
45 0.0135]
46 0.0] 45.1
47 6.q3474
48 0.]2840
4q 1.20.172
50 0.3546]
51 1.50567
52 0.46376
53 0.96530
54 0.J3589
55 0.05229
56 0.05221
57 1.67921
58 0.05221
59 0.01305

~~~~ CONTJNIli:D ~~~~

BLM MANUAL

Supersedes Rei. 3-108

ReI. 3-293
718194



Illustration 3. Page 7

8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Example of Exhibit B of an Approved Unit AGreement

5PAGE:DEPARTM\o;NT OF TH\o: 1 NTERTOI!
I\IIREAII OF' LAND MAHAGF;MEHT

PCN: CGOBOPl
FORM ]274-]8

CASE ABSTRACT AS OF: 11 3194
02-25-] 920;04] S1'AT0437 ; 30USC18] CASE TYPF: SF:RIAI. NUMBER

O,G SE:CONDARY UNl T 318220 NMNM 82050 X

COMMODITY- OIL' GAS

GENEJIAL REMARKS

63 FEE 60 0.02611 0.02611

64 TRJ,8S,30E,S22,SW,S23,SW,N2SE,SWSE,S27,ALL,S34,W2;

65 TR3,qS,.'10E.S.'1.W'r2.3,4,SWNE,S2NW,SW,NWSE;

66 TR10,BS,30E,S9,NE,S22,S2NW;

67 TR24,8S,.'10R.Sl.'1,W2SW,SENW;

68 TR32,9S,30E:,S7,S2NE;
69 ALl, '.ANDS AND INTEREST ARE COMMI'rTED BY S'rATUTORY

70 UNITIZA1']ON ORDER NO R-902B.
71 PHASt; I CONTINUES UNTIl. 447, 000 BARRELS Or-' OIL HAVE

72 BEEN PRODUCl;n OR .'1,000,000 IIARRELS OF INCREMENTAl.
7.'1 (MAKEUP) WATER HA VE 8r-;EN INJECTED INTO UNIT WELLS .

Rei. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3..108



Illustration 4, Page 1
(I.B.23)

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision of Oil and Gas Lease Segregation

INKt:I'I.\Kt:rt:KT"

United States Department of the Interior

8( Rt:AI c.t. I.A'I) "A'..\C;t:"t:,T

3107 (Office Code)

DECISION
Serial No. Base Lease:LEISSee

(}\ddress1
New Serial No. As.iqned
seqregated Portion.

Unit Aqreement:
Eff8ctive Date:

Oil and Gas Lease Seareaated

OPTIONAL: Lease Term Extended

Pilrt of .~he land. in your lease ( Ser ial number \ ha. been conuui tted to the

~;erial~umber and name) unit agreement and, a. provided in thi. agreement,
the leas,1 i. hereby segregated, effective ~. The lease covering the

l.lnd witllin the unit area retain. ita present .erial number. The land.
ol~t.ide .~he unit area receive the new serial number I Serial number) .

( Ii'OR EXP"ORATORY UNITS ONLY, USE THIS PARAGRAPH IF THE UNIT APPROVAL HAS

Jrcn YET BEEN VALIDATED AT THE TIHE 0!' PROCESSING THE LEASE SEGREGATION:
I:e a req~eat i. received for voluntary termination of the unit agreement or

the agreement is invalidated because the public interest requirement haa

not been aatiafied, i.e., if actual drilling operation. are not conuuencad

and diligently prosecuted in accordance with the term. of the agreement,
title lease segregation and any extension granted for the new lease shall be

declared invalid ab initio in accordance with 43 CFR 3l83.4(b). If the

pl~blic interest requirement is not met, the segregated land. will be

ci~n.olidat8d into the base lea.. with the unitized lands. No operation.

will be approved on the segregated land. past the expiration date of the

original lease until the public interest requirement has been met.)

Segregated Lease
Lands outside the unit area
Serial No.:

Acreage:

Base Lease
Lands committed to unit agreement

Serial No.:

Acreage:

1. The unitized lease ori9inally issued IEffective datel; therefore,
expiration date of the se9re9ated lease is ~.

2. Lease (Seareaated lease serial number\ will continue in effect,
unless relinquished, through ~, and so long thereafter as oil
or gas is produced in paying quantities (Regulation 43 CFR

3107.3-2).

ReI. 3-293
7/8/94

BLM MANUAL

Supersedes ReI. 3-106



Illustration 4, Page 2

8-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision of Oil and Gas Lease Segregation

2

J. -The base lease was in its extended term by production at the time
of segregation. The production is now only on the unitized lease;
therefore, the segreqated lease will continue so long as the base
lease exi.ts, and so long thereafter as oil or gas is produced in
paying quantities from the segregated lease.

4. The base lease was in its extended term by production at the time
of segregation. The production is now only on the segregated
lease; therefore, the unitized base lease will continue so long as
the segregated lease exists, and so long thereafter as oil or gas
is produced in paying quantities from the unitized base lease.

(N~: This 8pace may be used for additional miscellaneous item. for
which notification is appropriate, e.g., rental rate reduction
when either the segregated or unitized lease contain. no KGS
lands, bond requirement, lease account transfers, etc.)

QE~: Rental for the .egregated lease for the lease year beginning

~ has been satisfied under the base lease. Annual rental

due for the next lease year must be timely paid on or before the

the anniversary date to the Minerals Management Service, Royalty

Management Program, P.O. Box 5640, Denver, Colorado 80217.

~~: The segregated lease iw extended to ~ and so long

thereafter .8 oil or ga8 i8 produced in paying quantities.

~~: Thi8 continuation depends upon timely receipt of rental payments

a8 required by the regulations at 43 CFR 3103.2-2. Failure to

pay the rental timely will result in automatic termination of

the lease.

Qfj~: The segregated lease is in a producing status and royalty (or
minimum royalty) will continue to be due. This extension has
been granted in the event production ceases before the
expiration date of the 2-year lease extension.

IN ALL FUTURE CORRESPONDENCE, PLEASE REFER TO
THE CORRECT LEASE SERIAL NUMBER.

Authorized Officer

Distribution:

Less.e(s)
Unit ~erator
SMA (if other than BLM)
;MMS-DMD, MS 3110

Surety (if applicable)
:rluid Mineral Operations (if appropriate)

ReI. 3-293
718194

BLM MANUAL

Supersedes Rei. 3-108



Illustration 5

(I.B.33a)
H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Lease

Committed to Unit

r.~GEPCN: OGO80P1 DEP~RTMENT OF THE INTERIOR
FORM 1274-18 BIJRE:\t; OF LAND ~.\~AGEMENT

CASE .~BSTR.~CT AS OF: 1/~4/94

1~-2~-1987;101ST:\T1330;30USC181 ET SEO C'\SE TYPE SERIAL NUMBER

O&G LSE COHP PD -1987 31~0~1 NHNH 87~27

r:O~MODITY- OIL & G:\S

NA!!E .~ND .~DDRES!:

~ERRION OG CORP

BOX 840
F:\R~I~GTON X~ 87499
LESSEE 100.00000 \

DESCRIPTION OF L.~ND

~EW ~I[X PM

SANDO\'-~L COUNTY. N~
DISTRICT RIO PUERCO RESOURCE AREA

BUREAU OF L.~ND MG~IT
BUREAU OF LAND ~GMT

LANDS RELINQUISHED. WITHDRAWN. REJECTED. SEGREG.~TED OR -~SSIGNED
SEC. 11:FF W~.~ESE.W~SE.SEGR B~REAr OF LAND ~GMT

END L.~NDS RELINQUISHED

T. 19 N R. .1 W

~LBIJOUEROUE

.~LIQ SESE
SEC. l~: SWSW

1\0.000.!\CRES

~CTIO~S
OATE COOE TAKE~ RE~ARKS

9110073

SlO40

SlO4C

05;l~

10/15/1991 381 CASE EST.~BLISHED

10/16/1991 191 S~LE HELD

10/16/1991 ~61 BID RECEI\'ED

10/16/1991 392 ~n~IES RECEIVED
11/13/1991 231 LEASE ISSUED

12/01/1991 496 FU~D CODE
12/01/199J 530 RLTY RATE -1~ 1/~\

1~/01/1991 868 EFFECTIVE DATE

1/01/1992 100 LEASE SEGREGATED

1/01/1992 232 LEASE COMMITTED TO UNIT

1/~7/199~ 600 RECORDS NOTED

11/03/199~ 914 AUTOMATED RECORD \'ERIF

11/~5/199~ q63 CrtSE ~ICROFILMED
8/~1/1993 600 RECORDS NOTED

11/30/19q6 763 EXPIRES

INTO NMN~ 89870
NMNH85753X:EAGLE MESA

RAYO/RAYO

CNUM 569.064

Rel. 3-293
718194ELM MANUAL

Supersedes ReI. 3-108

1.00:
1.00:

15003



Illustration 6

(I.B.35b)

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Leas,

Segregated by Unit Approval

PAGE:PCN: OGO8OP1

FORM 1274-18

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

1

AS OF: 1/13/94

CASE TYPE SERIAL NUMBER
312021 NMNH 88737

CASE ABSTRACT

12-:!2-1987; 101STAT1JJO; JOUSC181 ET SEQ

O&G LSE COHP PD -1987

COHl1ODITY- OIL & GAS

HAM]. AND ADDRESS

YA'rES PETRO CORP
10~j S 4TH ST
AR'rESIA
LE:;SEE

YATES DRLG CO

105 S 4TH ST

ARTESIA

LESSEE

NH 88210

4.00000 %

NH 88210

32.00000 %

ABO PETROLEUM CORP

10~) S 4TH ST

AR'rESIA NM 88210
LESSEE 32.00000 %

HYCO INDUSTRIES INC

105 S 4TH ST

ARTESIA NM 88210
LESSEE 32.00000 %

NEW MEX PM
CHAVES COUNTY. NM

DISTRICT ROSWELL RESOURCE AREA

BUREAU OF LAND MGMT

40.000 ACRES

T. 8 S, R. 30 E,
ROSWELL

SEI: .13 :ALIQ SESW

ACT:[ONS
Dj~TE TAKEN REMARKSCODE

05;145003
12/16/1990 387 CASE ESTABLISHED

1/01/1991 496 FUND CODE

1/01/1991 530 RLTY RATE -12 1/2%

1/01/1991 868 EFFECTIVE DATE
4/08/1992 209 CASE CREATED BY SEGR

4/08/1992 974 AUTOMATED RECORD VERIF

7/02/1992 600 RECORDS NOTED

11/13/1992 111 RENTAL RECEIVED

11/13/1992 111 RENTAL RECEIVED

11/12/1993 111 RENTAL RECEIVED

12/31/1995 763 EXPIRES

OUT OF NMNM85897

SSP/JS

$40.00;23/0000000424
$20.00;21/0000000236
$60.00;21/49668

ReI. 3-293
7/8/94

BLM MANUAL

Superserfes Rei. 3-108



Illustration 7. Page 1

(II.B.2)

H-310S-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Transmittal Letter for

Approved Communitization Agreement

1=' Kt:I'I.\" Kt:ft:K TI ,

United States Department of the Interior

BlR..;,\1 4 L\'» "..\',\4~..:"..:'T

3105 (Office Code>

CA Operator

(Aclc1re..)

D..Lr

Re:: CommlJnitization Agreement (CA) No. (Serial number\ , (DeBcriction of

~j. covered bv aareement\

Enc:loeed i. an original of the approved CA involving (Number) acres of

Federal land in Lease !Serial number\ and I Number I acres 0£ non-Federal

land, ilield. Countv. and State}, comprising a INumber!-acre spacing unit,

wi1;h .ili§mti a. operator.

Th. agree~ent communitize. all right. a. to natural ga. and associated

liciUid hydrocarbon. producible from the IFormation communitized\ underlying

IDescriDtion of lands covered bv aareement1. Thi. agreement wa. approved

on ~of aDDroval\, effective as of IEffective date), and ha. bean

dellignatad ICA serial number\ .

Fo~ MMS-3l60, "Monthly Report of Operation.," mu.t be .ubmitted each II\Onth

fot' thi. CA, beginning with the month in which drilling operation.

commence, to the Mineral. Management Service (MMS), Royalty Management
Program. Tho.e report. sent via the U.S. Po.tal Service mu.t be mailed to:

MMS, Royalty Management Program, P.O. Box 17110, Denver, CO 80217. Tho.e
report. forwarded through a courier service are to be addres.ed to: MMS,

Royalty ~,anagement Program, Docwnent Control Staff, Denver Federal Canter,

Buildinq 85, Room A-2l2, Denver, CO 80225.

Form MMS-'20l4, "Report of Sales and Royalty Remittance," shall include

producti,ln during testinq and completion operation. and must be .ubmitted

each mont;h, beginninq with the month production beqins. Thi. form mu.t be

addre.se,! to the MMS, Royalty Management Program, P.O. Box 5810, Denver, CO

80217.

Approval ot thi. agreement does not warrant or certity that the operator
tl1l.reot Itnd other holders ot operating rights hold legal or equitable title

to those right. in the .ubject lease that i. committed hereto.

Sincerely,

Authorized Officer

1 Enclosure

1 -A'pproved CA

D.'L8tribu~ion :

SO Fluid Lease Adjudication w/enclosure

Field Office Operation. w/enclosure (if appropriate)
SKA (if other than BLK)

MMS-DMD. MS 3110

Rei. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 7, Page 2

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Transmittal Letter for

Approved Communitization Agreement

Rel. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 8
(III.A)

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Invalidating Unit/CA Approval

BLM MANUAL

Supersedes Rei. 3-108

ReI.3-293
7/8/94



Illustration 9

(111.8.7)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Consolidating Segregated Leases

Upon Invalidation of Unit Agreement Approval

Rel. 3-293

7/8/94
BLM MANUAL

Supersedes Rei. 3-108



Illustration 10. Page 1

(111.B.9)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Accounting Advices Showing Lease Segregation and

Extension Null and Void

l'NiTI-:u 8TATr;~
D~PARTMENT OF THE lNTc:ltl(,1t
HLREA(" Of' LAt\n MANA(;EMI-;NT

RECEIPT ,\:-;D ACrOl:NTING ADVICE

f"Uml IJ7U- 11
(Morch IQS..,

No.1420149

:;"Ul0"t LEASE: CANCELLATION/CONSOLIDATION

Auplo"ant Lee Pecroleltm Company

444 C:alendar Sc.

RoswE,ll. NM 69321

R""".,..

~~()UNT :. 0( :0!

i NM 04
!

ASSIGNMENT ££RIAl NU AS(; ~"!'NI) S..'MROL ACRt;!lil'NITI; RAT~;

---A~!){;NT l A~\. !JAT~: ~XP DATt: llilLL ('V, ! ~ ( ! lJIo;TIi", !~\TIIILL I MlS(' [IATA) 1.: or M

A/'Pl.'( Rt:.\1:rrAN('t:

ACTION ~.l!ND!lYMIlI.L I lor\ AM()I;~T

FII.JNC; ,t:~

R~:NTAI.

R.mark.

(Unit name and serial number) invalidated

effective 6/20/1994. Segregation and

extension of lease declared null and void/

invalid due to UA not meeting the public

interest requirement.
..

Lease acreage consolidated into base lease

!NMNM 63512.1.'1t:Ai(~~:()

Rt:rt:NII

T(ITAI.

AM('I."TII{r;

=
1/- on f:","ro~'

O I\(;~.

O Aulu f;"c.I.,1"""

O Auu,I!,"n,'""

"r 'nlt"r"","

( "..r."n~ f(,.nl"

",..r"l"r

",...,1,,10..1"

Rel. 3-293
718194

BLM MANUAL

Supersedes ReI. 3-108



Illustration 10. Page :1

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

F,:lrmat for Accounting Advices Showing Lease Segregation and

Extension Null and Void

UNITE[) STATES
DEPARTMENT or THE INTERIOR

Bl;REAU OF LANr. MANAGEMENT

RECEIPT AND ACCOUNTING ADVICE

Form lJ70-~1
(March 1984)

No.1420150

Sub,..,," LEASE CONSOLIDATION/ ACREAGE ADJUSTMENT

Appl,oant Lee Petroleum Company

444 Calendar St.

Roswell, NM 89321

Remllt..'.

AMOUNT I: ..1 M

ASSIGNMENT ~ERIAL NO. I All!;. n"Pf: ,~ f'i.NIl HYMI«)L ACR~:~ ".'NITS R..rl

- -

AMOUNT I ANV l!ATE: t:Xi' f)AT.:EX? f)AT.: i-~UALu~:TS

Ar.tol.~T
R..mark.

(Unit name and serial number) invalidated

I effective 6/20/1994. Segregated lease

I NMNM 84136 cancelled and acreage

I consolidated with this base lease

! NMNM 63512.

nL:NC; ...~:~;

R~NTAL

t:N.;AR~.:[)

Rt:YUNII

T(ITAI.
-

II' ~--¥:-- --lIATf: 6/30/94

FOR MMS USE ONLY
! ..11.Ltt f"(IRt;~T Kt;f",r;E
i ~I.MII..:II

AMIIV'iT Ill'E

1--' Lo- ill t;",,""'.

D "(;!I.

CXJ A..w t;,..I '

D A I!"n.'".

tlr In\ ','

111..'a\,n. I!I~"...

I.;~"",..
11..n" "1,,, .

,..~ "...1 TI II"

Rel. 3-293

7/8/94
BLM MANUAL

Supersedes Rei. 3-108



Illustration 11, Page 1

(111.5.14)
H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Leases

Consolidated Upon Invalidation of Unit/CA

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

PAGE 1PCN: (JIGO80P1

FORM 1274-18

AS OF: 1/13/94

CASE TYPE SERIAL NUMBER

311121 UTU 66004

CASE ABSTRACT

12-22-1987;lOlSTAT133O;3OUSC181 ET SEQ

O&G LSE NONCOMP PD -1987

COMMOIlITY- OIL & GAS

NAME ~,ND ADDRESS

PG&E RESOURCES

6688 N CENTRAL

DALL;.S

LESSE:E

LOUISIANA LAND & EXP
1560 BROADWAY 11200
DENVER C080202
OPERATING RIGHTS 0.00000 %

PG&E RESOURCES CO

6688 N CENTRAL EXPRE

DALLAS TX 752063922
OPER~,TING RIGHTS 0.00000 %

DESCRIPTION OF LAND

SALT LAKE MER
T. 11 S,R. 7 E, UTAH COUNTY, UT

SALT LAKE DISTRICT PONY EXPRESS RESOURCE AREA

SEC. 12:ALIQ W2NE,W2NW,SENW,SESW,SE

SEC. 13: NENE

SEC. 14: SWNE

SEC. 25: SWSW

SEC. 26: W2NE,NW,N2SE,SESE
880.000 ACRES

ACTIONS
DATE CODE TAKEN

9/1311989 124 APLN RECD

9/13/1989 129 DAY AFTER SALE OFFER

9/1911989 888 DRAWING HELD

9/21/1989 237 LEASE ISSUED
9/2611989 600 RECORDS NOTED

REMARKS

1:00PM

111;

**** CONTINUED ****

ReI. 3-293

7/8/94
BLM MANUAL

Supersedes ReI. 3-108

CO

EXPRE

TX 752063922

100.00000 %



Illustration 11, Page 2

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Leases

Consolidated Upon Invalidation of Unit/CA

PCN: OGO80Pl

FORM 1274-18

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

PAGE: z

CASE ABSTRACT

12-22-1987;lOlSTAT133O;3OUSC181 ET SEQ

O&G LSE NONCOMP PD -1987

COMMODITY- OIL & GAS

AS OF: 1113194

CASE TYPE SERIAL NUMBER

311121 UTU 66004

ACTIONS

DATE CODE TAKEN REMARKS

10/01/1989 530 RLTY RATE -12 1/2%
10/01/1989 868 EFFECTIVE DATE
9/17/1990 111 RENTAL RECEIVED $1320.00;21/580
9/30/1991 140 ASGN FILED 01

10/21/1991 139 ASGN APPROVED EFF 10/01/91;
10/21/1991 898 ASGN EFFECTIVE /A/
12/V/1991 232 LEASE COMMITTED TO UNIT UTU68741X;SCOFIELD
12/27'/1991 700 LEASE SEGREGATED INTO UTU69178 ;
2/11/1992 600 RECORDS NOTED
5/08/1992 932 TRF OPER RGTS FILED
5/15/1992 558 TRF OPER RGTS RET UNAPPV FILED 05/08/92;
6/15/1992 974 AUTOMATED RECORD VERIF IA
6/30/1992 932 TRF OPER RGTS FILED
7/07/1992 933 TRF OPER RGTS APPROVED EFF 07/01/92;
3/05/1993 691 AGRMT INVALIDATED UTU68741X;SCOFIELD
3/22/1993 972 CASES CONSOLIDATED UTU69178;
3/25/1993 600 RECORDS NOTED
9/30/1999 763 EXPIRES.

GENERAL REMARKS

01 /A/ 100% PG&E RESOURCES CO FR STANDARD ENE CORP
02 (50%) YELLOW RIBBON INC (50%)

ReI. 3-293
718194

BLM MANUAL

Supersedes Rei. 3-108



Illustration 11, Page 3

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Leases

Consolidated Upon Invalidation of Unit/CA

PAGE: 1DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT
PCN: OGO80P1
FORM 1274-18

CASE ABSTRACT

12-22-1987 ;101STAT1330;30USC181 ET sEa

O&G LSE NONCOMP PD -1987

COMMODITY- OIL & GAS

AS OF: 1/13/94

CASE TYPE SERIAL NUMBER

311121 UTU 69178

NAME AND ADDRESS

PG&E RESOURCES CO

6688 N CENTRAL EXPRE

DALl.AS TX 752063922

LESSEE lOO.OOOOO %

LOUISIANA LAND & EXP
1560 BROADWAY 11200
DENVER C080202
OPERATING RIGHTS 0.00000 %

PG&E: RESOURCES CO
66Sel N CENTRAL EXPRE
DALl.AS TX 752063922
OPE~~ATING RIGHTS 0.00000 %

DESC~~IPTION OF LAND

SALT LAKE MER
T. 11 S R. 7 E UTAH COUNTY, UT

SALT LAKE DISTRICT PONY EXPRESS RESOURCE AREA

SEC. 12: W2NE,W2NW,SENW,SESW,SE

SEC. 13: NENE

SEC. 14: SWNE
460.000 ACRES

~

ACTIONS
DATE CODE TAKEN

9/21:/1989 387 CASE ESTABLISHED
10/0~/1989 530 RLTY RATE -121/2%
10/01/1989 868 EFFECTIVE DATE
12/2;r /1991 209 CASE CREATED BY SEGR

2/1Jl/1992 600 RECORDS NOTED
6/30/1992 932 TRF OPER RGTS FILED
7/0:' /1992 933 TRF OPER RGTS APPROVED

3/05/1993.199 CANCELED
3/05/1993 691 AGRHT INVALIDATED
3/2?/1993 970 CASE CLOSED
3/25/1993 600 RECORDS NOTED

REMARKS

OUT OF UTU66004;

EFF 07/01/92;

/1/

UTU68741X;SCOFIELD/1/
INTO UTU66004;

"C.L. J~-'~

718194BLM MANUAL

Supersedes Rei. 3-108



Illustration 12

(IV.B.l)
8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Format for Letter Showing Unit/CA Termination

ReI. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 13, PGge 1

(IV.C.2c)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Unit/CA Termination

and Applicable Lease Extensions

ReI. 3-293
7/3/94BLM MANUAL

Supersedes ReI. 3-108



Illustration 13, Page 2

8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Unit/CA Termination

and Applicable Lease Extensions

,.:I. Th. l.as. ha. never contained a well capable of production in
paying quantities, therefore, the lease account is chanqed in the
Minerals Manaqement Service (MMS) automated lease account system
from a producing (nonterminable) statu. to a nonproducing
(terminable) .tatus with advance rental due on or before ~,
the next anniversary date of the lease after the effective date of
termination or contraction of the agreement. Failure to pay the
rental timely will result in automatic termination of the lease.
If a payment was made to the MMS prior to receipt of this decision
and .uch payment con.tituted your required rental, please contact
IName and Dhone number\. (INSERT, WHEN APPLICABLE: Since auch
anniversary date hae paased, you are hereby allowed a period of
30 days from recsipt of thi. decision in which to pay to MMS the
amount due in accordance with the Interior Board of Land Appeals
(IBLA) decision, Huskv Oil Co., 5 IBLA 7, 79 I.D. 17 (1972).

Authorized Officer

Di8tribu~ion:

Le88ela(8)
MMS-DI~, MS 3110
Field Office Operation. (if applicable)
SMA (Lf other than BLM)

BLM MANUAL

Supersedes ReI. 3-108

ReI.3-293
7/8/94



Illustration 14, Page 1

(IV.C.3)
H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Multiple Leases Involved

in Unit/CA Termination

1~"t;I'C'ltYYY"T"

United States Department of the Interior

8"R":A' I... L\'I) ".\, \1;":"":'T

3107 (Office CoOS)

DECISION
L,1888e
(J\ddre881

Oil and Gas

Term of Oil and Gas Leases Extended

DUA "-0 Termina"-ion of Unit Aareement

lJ~ ullit aqreement, ISerial number\, located in ICountv and State\,

al1tomatic:ally terminated effective ~, pursuant to the last paraqraph

O:~ Sectic)n 9 ot the aqreement. In accordance with the requlations at

4:3 CFR 3:l07.4, the term ot any lease in effect at termination ot any unit

plan, un:le.. the lea.e i. relinqui.hed, shall continue in effect for the

oJ~iqinal term ot the lease or tor 2 years after the termination of the unit

plan, whLchever is lonqer, and .0 lonq thereafter as oil or qas i. produced

iJ:I payin,l quantities.

p'Jr.uant to thi8 regulation, the terms of the followinq oil and qas leases
hilVe beel~ extended throuqh ~, 2 years from the effective date of

t,erminat!.on of the ~ Unit Agreement, ISerial number1.

(Li.t of lease. that are qranted lease extensions.)

Action ha. been .u8pended on Leas. ISerial number) pending confirmation
that drilling operation. were being conducted in the ~ Unit over

~~, th. lease expiration date.

Th. following lea8es that were also committed to the ~ Unit terminated

automatically on their respective anniversary dates, due to nonpayment of

th. annual rental:

(List of leases that terminated.)

Authorized Officer

Distribution:
Lessse(s)
MKS-CMD, MS 3110
Field Office Operations (if applicable)
SMA (if other than BLM)
Unit File

Rei. 3-293

7/8/94

BLM MANUAL

Supersedes ReI. 3-108



Illustration 14, Page ;!

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Multiple J.eases Involved

in Unit/CA Termination

I~Kt:I.I.\.Kt:ft:KTI.

United States Department of the Interior

BI'H.:,\I It.. L\'lt ",\',\1;.:".:'1"

3107 (Office Code)

DECISION
I.essee

(Addresll)
Oil and Gas

Term of Oil and Gas Leases Extended

Due to Termination of DeBecrue Unit Aareement

Leases Expired

'I'erminat,ion of ~ Unit Agreement , ( Serial number) , wa. approved
effective ~. The regulation. at 43 CFR 3107.4 provide that the term

c,f any ].ease in effect at the termination of any unit plan, unless

relinquished, .hall continue in effect for the original term of the lease,

or for ~ year. after the termination of the unit plan, whichever is longer.

Pursuant to this regulAtion, the following oil and gas leases are extended

through ~, 2 year. from the effective date of termination of the

.Ll!§ID.IJ. tJrtit Agreement, (Serial number}, and So lonq thereafter aa oil or

qaa i. produced in payinq quantitie.:

(List of leases that are granted lease extensions.)

The following leases expired before the unit termination dats and, as there
wa. no drilling in the unit, the leases cannot be extended.

(Li.t of leases that terminated.)

Inasmuch as the tarms of the fo11owinq lease. extend beyond IEffective date
£f unit termination), the extension provisions of 43 CFR 3107.4 are not
app1icaole to these leases:

(List of leasss DOt eligible for lease extensions.!

Authorized Officer

D LBtribu~ion:
LeBBe'e(B)
MMS-DI~, MS 3110
Field Office Operation8 (it applicable)
SMA (Lt other than BLM)
Unit :rile

Rel. 3-293

718194
BLM MANUAL

Supersedes Rei. 3-108



Illustration 15. Page 1

(IV .C.6)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Fot"1!lat for Serial Register Page/Case Abstract for Lease

Extension Due to CA Termination

PAGE:PCN: OGO8OP1

FORM 1274-18

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

1

AS OF: 2/25/94

CASE TYPE SERIAL NUMBER

312021 NMNM 81620

CASE ABSTRACT

12-2:~-1987;101STAT1330;30USC181 ET SEQ

O&G I.SE COHP PD -1987
COHHODITY- OIL & GAS

NAME AND ADDRESS

MCCI~ELLAN OIL CORP
DRAI~ER 730
ROS1~ELL NM 88202
LES:;EE .100.00000 %

BECKNER OIL PROP
DRAWER 730

ROSWELL NI1 88202
OPERATING RIGHTS 0.00000 %

DESCRIPTION OF LAND

NEW HEX PH

T. l!j S, R. 27 E, CHAVES COUNTY. NM

ROSWELL DISTRICT ROSWELL RESOURCE AREA

SEC" 29:ALIQ NENE,N2S2,SWSE BUREAU OF LAND MGMT

SEC.. 30:LOTS 3 BUREAU OF LAND MGMT

ALIQ E2SW,SE BUREAU OF LAND MGMT
SEC, 31: E2E2 BUREAU OF LAND MGMT

679.460 ACRES

ACTIONS

DATE CODE TAKEN

4/1EI/1989 387 CASE ESTABLISHED

4/1~1/1989 191 SALE HELD

4/1~1/1989 ?67 BID RECEIVED

4/1~1/1989 39? MONIES RECEIVED

4/2(1/1989 111 RENTAL RECEIVED

5/3]./1989 ?37 LEASE ISSUED

5/31/1989 974 AUTOMATED RECORD VERIF

6/0]/1989 496 FUND CODE
6/0]h989 530 RLTY RATE -12 1/?%

6/0]/1989 868 EFFECTIVE DATE

6/2~1/1989 600 RECORDS NOTED

7/0;1/1989 963 CASE MICROFILMED
8/11'/1989 576 APD APPROVED

5/1]./1990 111 RENTAL RECEIVED
7/01/1990 246 LEASE COMMITTED To CA

5/0Ei/1991 111 RENTAL RECEIVED
3/091/1992 974 AUTOMATED RECORD VERIF

6/3(1/1992 235 EXTENDED

6/3CI/199? 522 CA TERMINATED

~

REMARKS

PARCEL 1199

$2.8560.00;
$2.8560.00;
$102.0.00;lYR/89-90

ST/TJH
05;145003

HLL

HO

CNUH 566,767
f1-LA FED COH

$1020.00;2112159
NHNH82525

$1020.00;2112378

THRU 06/30/1994

NHNH82525

TF/JS

HO

**** CONTINUED ****

BLM MANUAL

Supersedes Rei. 3-108

ReI. 3-293

7/8/94



Illustration lS, Page 2

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract for Lease

Extension Due to CA Termination

BLM MANUAL

Supersedes Rei. 3-108

Rel. 3-293
7/8/94



Illustration 16

(V.B.8c)
H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Unit Contraction Information Sheet

(Partially Eliminated Lands)

Rei. J-2JJ

7/8/94
ELM MANUAL

Supersedes Rei. 3-108



Illustration 17, Page 1

(V. C .1 )
8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Extension of

Lease Eliminated from Unit

I~ Itf:I'lY l(fl-f:ltT',

United States Department of the Interior

8tR..:AI 1)..' L\'I) \1,\' \1;..:\1..:'T

3107 (Office CoQe)

DECISION
Lessee

(Addr.8S)
Oil and Gas

Unit Contraction Noted
In.ert ij~ applicable: Lease Term Extended
Insert ij~ applicable: Annual Rental Due

Cc)ntract:~on of the 11!Sl!!ti unit agreement, lSerial number\ , was approved
effectivll ~. As a result of the contraction, oil and gas lease
jj:erial number\ i. no longer committed to the unit. The effect that the
urLit con1:raction has on the term of the lease is checked below.

1.

2.

3.

The term of the lease surpasses the length of the 2-year extension

provided under the regulations at 43 CFR 3107.4. Therefore, the

lease term remains as originally issued, but the lease is no

longer subject to the provision. and term. of the ~

agreement, ISerial number\.

Pursuant to the regulations at 43 CFR 3107.4, the lease term i.

automatically extended 2 years through ~ and for so long

thereafter as oil or gas is produced in paying quantities.

Pursuant to the regulations at 43 CFR 3107.4, the lease term i.

automatically extended 2 years through ~ and for so long
thereafter as oil or gas i. produced in paying quantities. The

lease i. in a producing statu. and minimum royalty or royalty will

continue to be due and payable to the Minerals Management Service,

Royalty Management Program. This extension has been granted in

the event production cease. before the expiration date of the

2-year extension.

4. The leas. contains a well that was at one time capable of

producing oil or gas in paying quantities. Therefore, the lease

account will remain on a minimum royalty basis with the Minerals

Management Service, Royalty Management Program through the
expiration date of the lease.

ReI. 3-2~3

7/8/94
BLM MANUAL

Supersedes Rei. 3-108



Illustration 17 J Page :!

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Extension of

Lease Eliminated from Unit

2

s. The l.a.. ha. never contained a w.ll capable ot production in

payinq quantitie.. therefore. the lea e. account i. chanqed in the

Mineral. Manaqement Service (KKS) automated lea.. account .y.tem

trom a nonterminable (producinq) .tatu. to a nonproducinq

(terminable) .tatu. with advance rental due on or before ~.

the next anniver.ary date ot the lease after the effective date ot

unit contraction. Failure to pay the rental timely will re.ult in

automatic termination of the lease. If payment wa. made to the
KKS prior to receipt ot this deci.ion and .uch payment con.tituted
your required rental. plea.e contact IName and phone number).

(INSERT. WHEN APPLICABLE: Since .uch anniversary date ha. pa..ed.

you are hereby allowed a period ot 30 day. from receipt of thi.

decision in which to pay to the KKS the amount due in accordance

with the Interior Board of Land Appeals (IBLA) decision. HuskvOil

~. 5 IBLA 7. 79 I.D. l7 {l972).

Authorized Officer

D.i.8tribut.ion:

Le88ea(8)
MMS-D~, MS 3110

Field Office Operation8 (if applicable)

SMA (If other than BLM)

Unit File

Rel. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration la, PaRe 1

(V .c .1)
H-310S-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decisions Showing Multiple Leases Involved in

Unit Contraction

Rei. 3-293

7/8/94
BLM MANUAL

Supersedes Rei. 3-108



Illustration 18, Page 2

8-3105-1- COOPERATIVE CONSERVATION PROVISIONS

Format for Decisions Showing Multiple Leases Involved in

Unit Contraction

Rel. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 19
(VI.B.l)

8-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Letter Transmitting

Approved Development Contract

Rel. 3-293
718194

BLM MANUAL

Supersedes Rei. 3-108



Illustration 20

(VII.B.l)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Letter Transmitting

Approved Gas Storage Agreement

ReI. 3-293

718194
BLM MANUAL

Supersedes Rei. 3-108



Illustration 21

(VII.B.5)
H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Accounting Advice Showing Indefinite Expiration

and Transfer of Lease Account to Producing (Nonterminable}

Status in MMS for Gas Storage Agreement Rental Fees

UNITr:D ~1.~ T";S
DEPARTMENT OF TH~ I:-;T";Rlij!i

BuREAU ()F LAKO MAN,\I.~MEt.T

RECEIPT AND ACCOUNTING ADVICE

Fann 1370-41
(M.,o:h IQ34)

No.1420153

GAS STORAGE. AGREEMENT APP~OVED/LEASE EXTENSION~""'..'

Appllc"n, Northern Rocky Mountain Gas Corp.
349 Main Avenue

Butte. MT 59821

!'.,.'",,"

AMOUNT -~-i

MT 04

I' 0( 1.1 A(TI"A!. ~Nr!S

fl-:;n ~YM8ULASSIGNMENT SERIAL NQ A~', ! A,RESiUI;IT8 RATf

AMOl'NT ANV DATE i t::<i' DATt: lIlILL("Y,' i !;,(' , 1)(!;TI!I('T I ~XT-I!I:.L I MISC UATA L' or M ACTUAL UNITS

A!'PL'i Rt:M:TTAN(.~:

AM(It;NT.\CTION r1.!~fJ~\'MHIJI. I -L",c R.mark.

Lease committed to (Gas storage agreement

name and serial number), approved effective

0611411994.

FIUN(; rt:E

RENTAl.

~ease in nonproducing (rental) status and will

continue as long as it is committed to the

!(Name) gas st;orage agreement.
U~~;'\I!~~;()

Rt:rI;NII

TlITAi.

/~AM(Il!NT 1)1'.: ..J-
~A11-~~/~ll94-

-i ~- ," t:""ro~c'

O KI;~.

[XJ ""I" t;"""W,.,.:

O "",,,k..",'"'

()r In',,...',l"

I',..ra"n. I!,~h',"
(1,..r r

11..r,,' "h,'"

~1.Mllrll

(It.~ ~..:,T((I~

,"J~t,

ReI. 3-293
7/8/94BLM MANUAL

Supersedes Rei. 3-108



Illustration 22

(VII.,::.7a)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

l'ormat for Decision of Lease Expired Upon Termination of Gas

Storage Agreement

", It,Pj\ 1t,l-fltt"

United States Department of the Interior

HtK.;,\t c... L\'II ~,\, \(;.;~.:'T

3105 (Office Code)

DECISION
Lessee

(Addre8S)
Oil and Gas

Termination of Gas Storaoe Aoreement

Lease Expired

Gas stcrage a9reement ISerial number! terminated effective ~.
Inasmuch as no production was attributable to lease ISerial number\, and

the lel.se was bein9 held solely by its inclusion in the 9as storage

a9reemitnt, the lease expired simultaneously with the termination of the 9as

stora91i a9reement. The lease is not eli9ible for extension.

Authorized Officer

Distribution:

Lesllee( s )

SMA (if other than BLM)

FieLd Office Operation. (if applicable)

ReI. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 23
(VII.C.7d)

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Accounting Advice Showing Lease Account Change to

Ncnproducing (Terminable) Status Upon Termination of
Gas Storage Agreement

VNITr:r. SrATr:S
DEPARTMr;NT OF TI! "-. I:.;TER!(IR

hIJRF:AU OF LA~O M.\NA(;EMENT

RECEII'T AND ACCOt.iNTING ADVICE

Fcrn ,.170-.1
!Mo,o h 1984)

No.1420155

GAS STORAGE AGREEMENT TERMINATED

XYZ Natural Gas Gorp.

111 North St.

Denver, (:0 80211

SullJoct

"l1p""ant

I!,m""

A "ur

.
LEASE "A.'i...'.~.~.' 0...;\\' ~.~OAT..:

--,
Dl" \ :.I!::.. r I

'JfII(;,NAL !;1-:R1AL NU. ..CRESL.~IT:, RATE

240.00
NMNM 72987

I .~1(V I)ATF:AMOlJ1,'T A...Tl'.\r. l!~rTS

RATt:ASSIGNME~TSERIAL NO'

I~-;~Q~TE I EXP D"T~: IBILL ("\"( I ~ (' I iJI';TRI.'T I N~.XT 31LL I! or M ACTt;AL~-AMOt:NT

AI"i'LY R£M:rrAN(:(o;

ACTION
R.mark.

Gas storage agreement terminated effective

5!31!1994; no production attributable to

lease lands.

FILI~(; 10".:£

RENTAL

Lease returns to terminable status, to

expire 11/30/1998.

Please prepare billing notice for 1211194

lease anniversary date, annual rental due
I:Nt:ARN~:D

Rt:t"t:NII

TCITAI.

~MOI!NT IJl't; Ili .)2 L L~ IIA1~; 6128194

FOR MM~'SE-ONLY
"ILL -~..}R~;ST Kt;~.ll, i~;

~I.MII~;II

u L.- In ~;'..,"0..'

O I\(;!'".

@ Auw ~;".1.,,~"

O Au... KI.n."'"

tlr Inl"r..,'"

I'\.'r.lln. K..i1t'"

I Il.'r"".r

11..n.t ~"'",

f),~ ~..;t.TIII~

.-'-~'l't,-

Rel. 3-293

7/8/94
BLM MANUAL

Supersedes Rei. 3-108



Illustration 24
(VIII.B.6)

H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Approval of Lease Consolidation

Rel. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 25

(VIII.B.ll)
H-31O5-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Decision Showing Rejection of Application for

Lease Consolidation

United States Department of the Interior

8( Rt;,\( Itf I.,\'(t ~,\',\I;t:~t:'T

3105 (Office Code)

~:ERTIP'n:D MAIL--RETURN RECEIPT REOUESTE!)

DECISION

t.eeBee
(AddrBBII )

Oil and Gas

Reauest for Consolidation of Leases Re-;ected

On ~tl, you requested consolidation of oil and gas leases XXX-12J44 and

X:XX-123!i5.

~'h. provision. of the Federal oil and gas leasing regulation. at

43 CFR "1105.6 allow for consolidation of leases when such con8o1idation can

be showrl to b. in the public interest. Sufficient justification mu8t be

plrovidecl to indicate that the lease consolidation is in the interest of

conserv2ltion of the resources. Any different lease term8 and conditions,

including th. rental and royalty rates, must be reconcilable in order to

allow cclnsolidation of the leases.

Lo.as. D:X-l2344 is in it. extended term by production. Lea.. XXX-l2355 i.

I. nonpr()ducing lea.. in it. sixth year of a lO-year primary term and is
pr.s.ntJ.y paying rental. Thus, th. tsrms of th. l.ases are not the same.

S:inc. tIler. ar. no provi8ions of the Mineral Leasing Act of 1920, as
a~.nd.d and supplement.d, by which the lease term. can be chanq.d, the

c:on.oliclation cannot be reconciled. Therefore, the request for lease

c:onsoliclation i. rejected.

~:tandarcl appeal paragraph (Bee Handbook 3100-1. Chapter 1).

Authorized Officer

J. Enclollure

1 -];'orm 1842-1

Distribution:

Field Office Operations

ReI.3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Illustration 26
(VIII.B.13b)

H-31OS-1 -COOPERATIVE CONSERVATION PROVISIONS

Format for Serial Register Page/Case Abstract

for Lease Consolidation

PCN: OGO8OP1

FORM 1274-18

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

PAGE: 1

CASE ABSTRACT

02-25-1920;041STAT0437;30USC181ETSEQ
0&6 ~SE SIHO PUBLIC LAND

COHHIODITY- OIL & GAS

AS OF: 2125/94

CASE TYPE SERIAL NUMBER

311211 NMNM 4282

NAME AND ADDRESS

BENSON-HONTIN-GREER
221 PETRO CTR BLDG

FARMINGTON NH 87401

LESSEE 100.00000 %

DESCRIPTION OF LAND

NEW MEX PM
T. 32 N R. 13 W

FARMINGTON

SEC. 30:LOTS 5-16

SAN JUAN COUNTY. NH

DISTRICT UNKNOWN RESOURCE AREA

BUREAU OF LAND HGHT

501.440 ACRES

ACTIONS

DArE CODE TAKEN REMARKS

PARCEL 133

MT

05;145003

12/24/1967 387 CASE ESTABLISHED
12/26/1967 888 DRAWING HELD

1/15/1968 237 LEASE ISSUED
2/01/1968 496 FUND CODE
2/01/1968 530 RLTY RATE -12 1/2%
2/01/1968 868 EFFECTIVE DATE
6/01/1969 232 LEASE COMMITTED TO UNIT

10/03/1969 102 NOTICE SENT-PROD STATUS
2/18/1970 972 CASES CONSOLIDATED
1/03/1975 650 HELD BY PROD -ACTUAL
1/03/1975 658 MEHO OF 1ST PROD-ACTUAL
2/09/1989 974 AUTOMATED RECORD VERIF

NH78397X;LA PLATA MAN

ROSWELL NH

NHNH1O182

fl CLB

RAO/HT

ReI.3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108



Appendix 1, Page 1

(I.B.20)
H-31OS-1 -COOPERATIVE CONSERVATION PROVISIONS

IBLA Order 86-1267 on Extensions Due Segregated Leases

(June 27, 1988)

United State. Department of the Interior

OFFICE OF HEARINGS AND APPEALS
INTERIOR BOARD OP LAND APPEALS

4015 Wi18on Boulevard
ARLINGTON, VIRGINIA 22203

JUNE 27, 1988

IBLA 66-1267

BPC, INC. , §.t Al...

BARLOW & HAUN, INC. , §.t Al.

W-89848,tt ti.

Oil and Gas

Reversed

QBP.EB

On April 23, 1986, the Wyoming State Office, Bureau of Land Management
(BLM), is.ued a deci.ion amending previou. deci.ions dated October 19,
1984, concerning lease. .egregated from lease. committed to the Culp Draw
(Shannon "B" Sand) unit. The October 19, 1984, deci.ion. had ruled that
che .egregated lea.e. would nQ.t continue in effect for .0 long a. oil or
';a. wa. produced on the unitized ba.e lea... BLM'. April 23 decision found
'chat th. term of eight of the nonunitized segregated oil and gas lea.e.
~~ continue so long a. oil or ga. i. produced in paying quantitie. from
che a..ociated unitized ba.e lease lands. 11

On May 27, 1986, HPC, Inc., ~ Al., 11 filed a notice of appeal of
BLM'. d.ci.ion of April 23, 1986, because when reconsidering the effect of
s.gr.gacion, BLM had failed to find that six nonunitized segregated lea.e.
';iould also be held by production. lL

On April 29, 1986, Barlow , Haun, Inc. (B'H), owners of overriding
royalty interest. in the .am. .ix nonunitized lease. not addre.sed in BLM's
~pril 23 deci.ion wrote to BLM to prote.t it. failure to rule that these
lea... were al.o being held by production. In response, on May 8, 1986,
BLM is.ued a deci.ion .pecifically ruling that the.. six lea.e. were ~
being held by production associated with other leases. B&H and others
appealed from this decision, !L and by order dated July 16, 1986, the
appeals were consolidated.

lL The eiqht seqreqated leases addressed by the Apr. 23, 1986, amendment
are as follows: W-8985O, W-89851, W-89852, W-89853. W-89854, W-89856,
W-89859, and W-89862.
~ Davis Oil Company, Sun Exploration and Production Company, and Convest
Production Company are parties included in HPC's appeal,
1! The.e leases are: W-89848, W-89849, W-89858, W-89863, W-89864, and
W-89865.
iL B&H'. notice of appeal includes as other appellants: HPC, Davis Oil
Company, Sun Exploration and Production Company, Convest Production
Company, Phillips Petroleum Company, and Petro-Search Nominee Partnership

Company.

Rel.3-293
718194
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AlttnJgh this a~al OJncerns the te~ of ooly six leases, these
leases arose out of a series of events involving the formatioo, OJntrac-
tion, an:i termirlatial of several unit areas. Tre partial a:mnitlrent of
leases tJ) the various unit areas resulted in the segregatioo of those
leases s4~veral t~ during treir history , so that a:x1Sideration of this
appeal u1volves the history of a number of leases in additioo to the six
at issue here. These leases developed from a oomman pattern, however, and
eac."1 lease falls within a distinct groop. Thus, tl1e issues ill this ~l
ca:. ~ ~)5t easily ~erstc.:xi by restating tl1e history of ~ leases in
a ~neri(: manner .

Priclr to 1981, lease ~. 1 was camlitte:l to Unit. A ard was extended
be:r'Ond its priJra.ry teIl11 by unit production. Effective July 1, 1981, Unit
A contracted, ~ a ~rtion of lease No.1 was eliJninated frat the unit
area. ~ As ~11ants ~int wt, this partial elillli11atia\ had 00 effect
on the tenure of the lease, nor did it effect any ~atia\ of the lease.
~ ~itor's ~inion, 1'1-36592 (Jan. 21,1960): ~, Marat1a1 Oil CO.,
78 IBLA 1,02 (1983).

On ~ly 26, 1983, a pJrtion of lease ~. 1 oot within tl\e par..icl~t-
i1I9 area of Unit A was cannitted to a rle'-' unit, Unit B. fJ1 Pursuant to
30 U.S.C. S 226(j) (1982) ,lease ~. 1 was segregated into two leases.
nle tX>rtic>n ~tted to Unit B retaiIled the designation as lease ~. 1,
~ ti1e p:)rtion that renained in Unit A was designated lease ~. 2. 71
The tern 1'or lease ~. 1 was for the life of prOOuctioo 00 lease ~. 2,
~t rot lE'ss than 2 years. ~ Anne Guver LeNis, 68 I.D. 180 (1961) .

Unit B termir.ated on July 1, 1983, wi~ut prOOuctioo a: drilling. At
ti\is tiJIe, lease ~. 2 was still o:mnitted to Unit A, bJt lease ~. 1 was
o:mnitted to 00 unit and oontained 00 prOOucirq wells. The effect of this
event on the term of lease ~. 1 is discussed later .

Effective August 1, 1984, Unit" teI1llinated. c.t tM saae date, Unit C
was fo~ ~ leases ~. 1 ard ~. 2 were CX:ImIitt~ in ~ w Unit c. y
W1"eI1 a p:>rtial of lease ~. 1 was cx:mnitted to Unit C, it was seqregata!
~) ~ lt~ses. See 30 U.S.C. S 226(j) (1982) .'n1e ~ within Unit C
retained i1:s desi~on as lease No. 1, aOO the r¥XIunitiz~ ~rtia\ was
desj.gnated as lease ~. 3. 2/ Similarly, lease No.2 was segregat~ u~
partial <XJI1IIitJlent w Unit c. 'n1e part within unit C retaiIe1 its desig-
natia\ as Jlease ~. 2, ard tl1e ra1IJnitized ~rtiCXl was designat~ lease
~. 4. !..Q/ BIM held that leases No.3 aOO No.4 ~ld oot ~ ~ by
prOOuction fran the unitized leases : BIM held that these leases were only

~ Lease Nb. 1 oorresponds to leases ~026664l, ~0266642, and W-40634.
Unit A correspords to the CUlp Draw II Unit for leases W-O26664l and
~0266642, and the Heldt Draw Unit for lease W-40634.
V Unit B oorre5iX>nds to tl1e Bra}U[an Unit.
II Lease No.2 oorresponds to leases W-85359, ~85360, and W-8536l.
y Unit C l:xJrresponds to tl1e CUlp Draw (Shanmn -B- Sam) Unit.
?/ Lease N). 3 oorresponds to leases W-89848, ~89849, and W-84850.
!2/ ]~e N). 4 oorresponds to leases W-89863, ~89864, and W-89865.
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extend~ Ilntil August 1, 1986, an:i so long thereafter as they produce on
~ir o.m.

The leases CX)rres~OOinq to lease No.4 are governed by 0Jr decisia1s
in ~~, 90 IBlA 388 (1986), and WeJ<Pro Co., 90 IBlA 394 (1986). In
these decisions, we held that if a prOOuci~ unit terminates after the (;r)n-
clusion of tl1e priIra.ry tem of the parent lease ard a ~rtion of the lands
in the pa-rent lease are simult.an~sly camlitted to a secoOO prOOucinq unit,
tb! tem of ti1e ronunitized lease without production shall !:e for so lo~ as
oi.l or g~; is produced in payi~ quantities on the unitized lease, but oot
le!;s than 2 years, aro so lo~ thereafter as oil or gas is produred in pay-
~1 quant:ities on the ronunitizOO lease. In this case, because of the ter-
lIIil1ation of Unit A after tl1e priJra:r:y tem of lease !Ik). 2 am siJlU1taneous
o:mnitJTe111: of a portion of lard within lease ~. 2 to Unit C, lease No.4
~lld haV1! a term CX)eXtensive with lease ~. 2 under ~ ard ~, wt
00 less tJ'Ian 2 years, am so lo~ thereafter as oil or gas is produ~ on
leclse !Ik). 4. A1tl1algh ~ aOO ~ were overruled in Celsius Energy
Co. , 99 nllA 53, 94 I.D. 394 (1987) , the Board /!Bde its action prospective
Oiij~y. Th\ls, this ~al (;r)ntinues to be governOO by ~ ard ~, so
WI' s decisial DnJSt !:e reversed wi th respect to tiX:>se leases CX)rresponding
to lease ~b. 4: W-89863, W-89864, aOO W-89865.

The c:i~tan~ are different with respect to the leases CX)rres~
in;r to leclse ~. 3. Unlike ciro.mlStances in ~ arxi ~, there was no
sinultanec)us eliJni!1atioo of the base lease ( lease ~. I) arxi its recarmit-
nerlt to a new unit. Lease ~. 1 was eliIrlinate:! fran Unit B IICre tl'Ian 1 year
bef'ore it was par+-,.ially camlitted to Unit C. Appellants r~ze that the
pri.or teI11Unation of Unit B a~s to be the critical fact oonc:erning the
dispositicr1 of these leases. A~I1ants state that ELM's "[dJecision SeelIS
to be ~sEd on the arM's vie'o/ that the segregate:! leases did oot retain
in:iefinitE! teI'lIS frcm the leases [ fran] which they ~re segregate:! because
~, ~, leases had * * * sarehaol lost their WefWte term status ~
~, Brahmcn unit [Unit B] termi.nate:!R (5tatelent of Reasons (~) at 8) .

A~J.lants, ccnterrl that ~ te.ImiIlatioo of Unit B, lease ~. 1
ret-ained t:he Wefinite term it had whet it was ~e a part of Unit B ( ~
at II) .In su~rt of this pr~ition, ap~llants cite Bass Enterprises
Prcductia1l Co., 47 I~ 53 (1980), in which the Board expressly erxJorsed the
ootion tha:t"'tile ~ "original termR Calld refer to an Wefi.nite pericxi.
In Coooco, 90 IBIA at 392, the Board specifically cited Bass in SUw>rt of
~!~;ition that the segregatioo of the lease does ~ IECe5sarily cause
~, resultant t'rIO leases to have i1rlependent terms. The practical effect of
this holdiIq was that a oonunitized lease CX)Uld be exterrle:i by prOOuctiat
frcm a unitized lease, even though all of the lard within the oonunitized
lease had been CO1t'letely eliminated fran a unit.

In ~~, ~, the Board reexamined this issue aro ccncluded tl"Iat
such a result was incoosistent with legislative intent in the enactIre.nt of
~: provisions whid1 set forth the lease terms upon termination of units,
eliminaticn of leases fran units, and segregation of leases UpJn partial
camliarent to units. We expressly fcx::used upon the erroneous ccnclusia1S
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!BLA 96-1267

Au.!INISI'RATIVE JU[X;E MULLr1I L'ONaJRRI~:

I concur with the conclusions of the majority in the order, but con-
tinue to t:e troubled by the manner in which this Board describes the events
that take place when a part of a lease is placed in a unit. The basis for
my concerT1 is the use of the term " segregated .H ~ thir".;s are not segre-

gated fr~ each other. o~ thir".; is segregated fran another .

I recognize that, when interpreting a statute or regulation it is best
to use ti1e language of the statute or regulation to the fullest extent ~S-
sib,le. ~loever, in the attanpt to cast the facts using the teIIIS found in
the statute or regulation, me runs the risk of creat~ CX)nfusioo, rather
~n making a clear understardable stat~nt. !/

In order that my CX)ncern nay t:e urderstJ:x:xi, I will set forth 1!ri urxJer-
starxiing of ti1e Bureau of ~ Managarent ' s ( BUt I s) .a~lication .of the law
when a fX:Jrtion of an oil ~ gas lease is placed in a unit area. That ~r-
tion placeJ in the unit retains the original lease ni.m1ber , ~ the ~rtion
not unitized is assigned a new n\m1ber. This in mJst accurately character-
ized as -&egregatiIYj the ronunitized portion fran the base lease.- If BIJt,
the Solicitor's Office, ~ this Board were to cast the transactia'l in this
light, a g:ceat deal of CX)nfusion could re avoided. A few exaIIples will
illustrate my ~int.

'n\is I%der states : -The practical effect of this roldiI.; was that a
ronunitizeci lease Could be extended by production fran a unitize:i lease,
even though all of the land within the ronunitized lease had teen a:m-
pletelyeLiminate:i fran the unit.- It oould have teen written -[t]~ prac-
tic.1l effec:t of this roldiI.; was that a segregated lease CX)uld t:e ext~ed
by productlon fran a uni t , evel\ th~h it was not a part of the uni t. -

At ~!e 62 of Celsius Enerqy Co., 99 IBI.A 53, 94 I.D. 399 (1987), the
dec:lsion c:lted in the order, the author carefully fol~ the language in
the StatutI! ~ prior decisions, with the foll~ result:

In acx:ordance with ti1e cx:>nstructiCX1 set forth in Solici tor. s
~~, 63 I.D. 246 (1956) , the DepartlTent has ruled that pro-
ducti()n on one seqre-;ated lease can extend the term of the other
segr~Jate:! lease, but only if the segregation cx::curs when the base
is in an ext~e:! ter1I1 recause of prOOuction ~ rot in a fi~
term of years. Anne Guyer Leo..'is, 68 I.D. 180 (1961) ; ~ ~
~,tor' s Opinion, M-36758 (~. 25, 1968) ; ~ CoIX)CX), Inc. ,
80 Im~ 161, 91 I.D. 181 (1984) (because segregation occurre:! dur-
ing fj.xed teItn, prOOuction on the base lease did rot extend the
nonpr(~cing ronunitized segregate:! lease. )

~mJle a roJTect stat~t, if cast as I prcp:>se, we ~ld fim that prOOuc-
tion fran segregated lease can extem the term of a unitized lease ally if

!T'"ThIS-r!i especially true when the statutoIY l~ge is. itself, not tl1e
nIxJE!l of cJ.arity.
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IBLA 86-1267

it was SI~egated during an extende:i term of the rese lease. In the Conoco
case the segregation occurre:i during a fixed tem, aro unit prOOuction""did
rot ext~1d the tem of the segregate:i lease .

Why do I express this O)ncern? These cases are confusing enough with-
cut this additional factor. ?! Therefore, I deem the opportunity to encour-
age the \~e of less confusing language worth the time it has taken to draEt
this s~:ial concurrence, even though the majority has chosen to dis!X'Se of
this caSE! by order, rather than issuing a decision. "~ oonunitized tXJr-
tion is E!xterde:l for the term of the W1itize:l parent lease as that term
exists or, the date of segregation" could becxxte "the segregated lease is
exteOOe:l by the unitize:l lease if tM base lease is in it's exterded term
at the date of unitization." "The oonunitized segre:;ate:l ~rtion of the
lease" ~uld beDre "the segregate:l lease." "Unitize:! Segl'egate:l ~rtion
of the lease" ~uld becoire "unitize:l lease.w "Segregat~, oonunitize:l
leasesw would be "segregate:l leases. w

If, by encouraging the use of less confusing language, I have avoid~
one a~l fraIl a decision involving the term of a segregate:! lease, it will
be well ~Jrth the tinoe"

~~~~
Administrati ve J\xige

y In fact: this CX)nfusion may well have caused Sale of the prior a~ls
CX)nsidere:l by this Board .
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Director's Decision on Extensions Due Segregated Leases

from Leases in Their Extended Term (May 22, 1967)

Oil and Gas Leases: Unit and Cooperative Agreements 3121.1

It is mandatory that an oil and gas lease partly committed to an

approved unit agreement be segregated into separate leases, one
containing the land within the unit area and one containing the land

wil:hout the unit area.

A !.ease segregated because of partial couunitment of the baoe lease to
an approved unit agreement will con~inue for the term thereof but not

le!ls than two years, and so long thereafter as oil or gas is produced

in paying quantities.

A J.ease segregated, because of partial commitment to an approved unit,

from a lease extended by production, will continue for the life of the

production attributable to the base lease, and so long thereafter as
oil or gas is produced in paying quantities from the segregated lease.

Beard Oil Company, et al., BLM 039507, etc. (May 22, 1967)
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United States Department of the Interior

IN ..PlY
To,

May 22, 1967

CERTIFIED HAIL

RETURN RECEIPT REQUESTED

DECISION

Oil and GasBeard Oil Company

Bruce Anderson

Decision Af~irmed, as Modified

Beard Oil Company has appealed from a decision of our Eastern States Land

office dated May 5, 1966, as amended by decision dated May 20, 1966, which

segregated from oil and gas lease BLM 039507 those lands containing 45.60

acres which were not committed to the Pet tit Zone unit agreement

(14-08-0'iJ01-8756) effective January 1, 1966, and assigned ES 01213 as the

identifying serial number. Lease BLM 039507 retained 94.65 acres which

were coDnitted to the unit agreement. The decision stated that the

segregat,~d lease ES 01213 would continue for two years from January 1,

1966, an~ so long thereafter as oil or gas is produced in paying quanti-
ties, wh.areas the lease BLM 039507 committed to the unit agreement was

consider,~d as extended by production from Communitization Agreement MC-134,
effectiv.a February 1, 1965. Lease BLM 039507 was issued December 1, 1955,

and exte1~ded to November 30, 1965.

The appellant contends the lease BLM 039507 should not have been segregated

because Lt was extended by production prior to the date of unitization.
The pertinent statute provides essentially that any lease committed to a

unit pla1~ as to part of its acreage shall be segregated into separate
leases, one for the lands committed to the unit plan and one for the lands

not so committed effective as of the date of unitization, and that the non-

unitized lease shall continue in force and effect for the term thereof, but

no less ,:han 2 years and so long thereafter as oil or gas is produced in

paying quantities. (30 U.S.C. Sec. 226(j) (1964». This statutory mandate
and the implementing regulations (43 CFR 3127.4), compelled the land office

action sl!gregating the nonunitized area as lease ES 01213. That action is

approved and the decision appealed from is affirmed insofar as it segre-

gated th!! leases .

The land office decision stated the segregated lease would run for 2 years

from Janllary 1, 1966, and so long thereafter as oil or gas is produced in

paying qllantity. As above indicated, tlte statute and regulations provide
the segrE!gated lease will continue for the term thereof, but for not less

than 2 yE!arS from the effective date of segregation. The record shows that

Rel. 3-293
7/8/94

BLM MANUAL

Supersedes Rei. 3-108

BUREAU {)... I.A~O MA~A(;EMENT

91 A!;HIN(;T()N. 0.(:. 20240



Appendix 2, Page 3

8-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

the original lease BLM 039507 was placed in producing status June 25,

1965, as a result of operations under Communitization Agreement MC-134,

to whi~h some of the land in lease BLM 039507 has been committed. From

this constructive production the term of lease BLM 039507 became indefi-

nite December 1, 1965, after conclusion of the original fixed term
thereof. So when lease BLM 039507 was committed in part to the Pet tit

Zone Utlit agreement, it was a lease of indefinite term, extended by

production.

Where a portion of a producing lease, which has been extended by pro-

ductiotl, is committed to a unit agreement the segregated lease coveritlg
the notlunitized portion of the lands is extended for an indefinite "so

long as'' term. Husky oil Company, Wyoming 084971 (March 23, 1961). See

also !tln Guyer Lewis, et. al., 68 I.D. 180 (1961). Thus it was error for

the laud office to state that the segregated lease ES 01213 was extended
only f.or 2 years from J anuary 1, 1966. The segrega ted lease ES 0 1213

will continue so long as the base lease BLM 039507 exists, and for so long

thereafter as oil or gas is produced in paying quantities from within the
leaae gs 01213. However, payment of rental and/or royalty which may ac-

crue f,or the land within lease ES 01213 must be paid in accordance with
the pet"tinent regulations. The land office decisions of May 5 and May

20, 191;6, are modified accordingly.

Beard Oil Company and Bruce Anderson are allowed the right of appeal to

the Se,~retary of the Interior, in accordance with the regulations in 43

CFR Pa~t 1840. See enclosed Form WO 1844-1 and Circular 2137. If an

appeal is taken, it must be filed with the Director, Bureau of Land

Kanagelnent, Washington, D.C. 20240. The filing fee will be $5. In

taking an appeal there must be strict compliance with the regulations.
If an appeal is filed the appellant will have the burden of proving, by

presencing positive and substantial evidence, whereitl the decision

appeal,!d from is in error .

Acting Chief,
Office of Appeals and Hearings

Enc loslJreS

DISTRIBUTION:
Beard Oil Company (Certified Mail)
Bruce ,~nderson (Certified Mail)
Div of L&M S&T (4)
Div of L&M PM (2)
CeologLcal Survey, Cons Div (6)

Cower :!'ederal Service
Appeal:s List No. 1
OPD
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qegional Solicitor's Opinion (RLM.RM.O244) on

Effective Date of Subsequent Joinders (May 16, 1984)

United States Department of the Interior

"' ..PL'
..f.. TO,

OFFICE OF THE SOLICITOR
DENVER REGION

P.O. BOX 25007
DENVER FEDERAL CENTER

DENVER, COLORADO 80225
May 16, 1984

BLM.RM.0244

Memorandum

To: Acting State Director, Bureau of Land Management,

Denver, Colorado

From: Regional Solicitor, Rocky Mountain Region

Subject: Effective Date of Subsequent Joinders -Co-943A (CR/WN)

In yoUt March 28, 1984 memorandum to us, you ask several questions

regarding the unitization of oil and gas leases.

The fac~s, as you state them, are as follows:

Your office has received two subsequent joinders to producing oil and gas

units c.f leases in the last month of their primary terms. Both leases

describ,e lands inside and outside of the unit areas to which they have

been joined and would normally be eligible for segregation. Both unit

agreeme,nts provide. in section 28. that:

* ~, * subsequent joinders to this unit agreement shall be effective

as of the first of the month following the filing with the Supervisor

of duly executed counterparts of all or any papers necessary to

establish effective commitment * * *

You ask: if and when the leases should be effectively segregated? You

also a~ik. if the leases can be segregated, to what date the segregated

leases not in the units should extended?

In the case of Bruce Anderson, 30 IBLA 179 (1977), the Interior Board of

Land Appeals considered joinder provisions containing language similar,

if not identical to the above-quoted language from section 28 of the

unit a~;reements in question. It specifically construed the words "shall
be effE'ctive on the first day of the month * * * following the filing

* * *." In that decision the Board held, in substance, that an oil and

gas le,lse is committed to a unit when properly prepared and executed

joinder documents are filed with the appropriate Bureau of Land Manage-

ment eolployee. The Board stated:
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The fact that the unit agreement provides that the effective date for

a subsequent joinder will be the first day of the month following the

filing, is not determinative of the date of commitment. As recog-
nized by the Assistant Secretary, commitment is accomplished when

there has been compliance with all the requirements set forth in the

unit plan. However, the commitment becomes effective or operative on
the first day of the month following the filing for the purpose of

determining obligations and benefits under the plan, as among the
parties to the plan.

In other words, the actual date of commitment is when the necessary docu-

ments are properly filed, while the operative date, a date of convenience
used for "bookkeeping" purposes, is the first day of the month following

the filing..!./

Section l7(j) of the Mineral Leasing Act, as reprinted in 30 U.S.C.A.

226(j), reads in part as follows:

Any lease * * * hereafter committed to any such plan embracing lands

that are in part within and in part outside of the area covered by

such plan shall be segregated into separate leases as to the lands

committed and the lands not committed as of the effective date of

unitization; Provided, however, That any such lease as to the non-
unitized portion, shall continue in force and effect for the term

thereof but for not less than 2 years from the date of such segre-

gation and 80 long thereafter as oil or gas is produced in paying

quantities.

In view of the above-quoted language, the next essential question is when

is the "effective date of unitization?" It is our opinion that it is the

day when a lease becomes legally committed to a unit. The same rationale

that was applied by the Board in the Anderson decision, ~, regarding
the effective date of a joinder can be applied to determine the effective

date of lease segregation. If, as the Board held in the Anderson deci-
sion, a lease is legally committed to a unit the day all of the appropri-

ate doculnents are properly filed, that is "the effective date of uniti-

zation" to be used in determining when a lease is legally segregated.

The operative date of segregation, as well as joinder, is the first day

of the following month.

This conclusion is not inconsistent with the law and is consistent

with the procedures followed when issuing a noncompetitive oil and gas

lease. ,~ noncompetitive lease is issued for primary term of 10 years

(30 U.S.I:.A. 226(e); 43 CFR 3110.1-1). The operative date of such leases

~1/The model unit agreement now in use eliminates this dual date problem

as it provides that the joinder agreement shall be effective when filed.

(See section 28 of the model unit agreement set forth in 43 CFR 318&.1

(1983 ed.»
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is, ho,"ever, "the first day of the month following the date the leases

are is:!ued * * *," even though such leases "shall be considered issued

when signed by the authorized officer," (43 CFR 3110.1-2). Such leases

become legally binding contracts when signed. Charles D. Edmonson,

61 I.D. 355, 369 (1954); Bruce Anderso~, ~, at 184. The operative

date, ~ffective date, for such leases is simply delayed for bookkeeping
purpos,~s. Such leases are legally binding contracts for a primary term

of 10 'fears plus the number of days between the day the lease is signed

and th~ first day of the following month.~/

The conclusion is consistent with the purpose of the Act of July 29,

1954 (,,8 Stat. 583), which authorized the segregation of leases partially

joined to a unit. One of the main purposes of the act is to "encourage

exploration and development of the oil and gas reserves of the public

domain * * *," (House Report No.2238, reprinted beginning on page 2695,
of 195.~ U.S.C. Congressional and Administrative news). For example, if

it were to be concluded in this case that the day a partially joined
lease becomes segregated is the operative date of joinder; that is, the

first day of the month following the filing of all the appropriate joinder
documeClts, the segregated, nonunitized portion of the leases would have

taken place during the extended term of the base leases. This being the

case, the production attributable to the unitized portion of the base

lease '"ould extend the life of the segregated, nonunitized lease for as

long as oil or gas was produced in paying quantities from the unitized

portio'Cl of the lease. Ann Guyer Lewis, et. al., 68 I.D. 180 (1961).

We believe that the above discussion answers all of the questions pre-
sented to us in your March 28, 1984 memorandum. If, however, you have

additional questions, please contact the undersigned at 234-6781.

Lowell L. Madsen

For the Regional Solicitor

Rocky Mountain Region

Associate Solicitor, Division of Energy and Resourcescc

;rrc-Ts noted in this connection that section l7(j) of the Mineral

Leasing Act (30 U.S.C.A. 226(j)) does not provide that the known
unitized, segregated lease, is limited to a term of exactly 2 years

from the date of segregation, but that the term shall be "not less

than 2 years" from the date of segregation.
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Guidelines for Reversion of Lease Accounts from

Minimum Royalty to Rental Status

Re',ersion of Lease Accounts from Minimum Royalty to Rental Statu.

':he following guideline. were extracted from Department of the Interior

cleci.ion. and Solicitor'. Opinion. and from the former U.S. Geological

Survey I:on.ervation Divi.ion Manual, Chapter ll, Minimum Royalty, dealing
with minimum royalty requirement..

A. General

':he Min,"rals Management Service (MMS) is responsible for collectin9 advance

J:ental8 beginnin9 with the 8econd lease year on nonproducing (t9rminable)

J.eases. The MMS collects the annual rental due for future interest leases

\Ipon th," vesting of the mineral estate in the United States. The MMS also

J.s respc)nsible for collectin9 royalty and minimum royalties on leases.

~~he fol:Lowinq information is provided for quidance in determininq whether a

J.ease ac:count revert. from a producing (nonterminable) statu. to a

nonprOd\ICing (terminable) .tatus when producing lease. are segregated by
t,artial a.signm.nt or unitization; when a communitization agreement

t:ermina1:es; when a unit agreement contracts; and when production ceases.

Guidanco for unit or conwuniti%ation aqreement termination. unit

contrac1:ion, and unit eeqreqation; partial assiqnment seqreqation; and

ceeeatic)n ot production, are contained in Handbooke 3105-1, 3106-1, and

3107-1, respectively. For quidance on transferrinq lease accounts from
nonprod\lcinq (terminable) etatus to royalty/minimum royalty (nonterminab1e)
statue, see Handbook 3107-1.

Kevwordg
B. Nonunitized Le~geg

I-rhen a nonunitized leage converts to a minimum royalty

~)aying IItatu. in the MKS automated system, it will not

revert 1:0 a rental status in the MKS system even though

product;~on ceases and there is no longer a well capable

of paying production on the lease lands (unless specific

notific21tion is provided to the MKS by the BLM). Thus,

even thc)ugh the term of the lease may have reverted to a

fixed number of years, it is still subject to minimum

royalty (see 71 I.D. 361 (1964).

~.here a]~e, however, several exceptions or instances where

Dlinimum royalty lands revert to rental status, as follows:

1. When nonproductive lands are segregated from

aL produc:ing lease into a separate lease by reason of a

~,artial assignment, the lease without the productive well

reverts to a rental statu. on the anniversary date on or

after the effective date of the assignment, and the lease

account will be changed in the MMS automated system from a

producing (nonterminable) to a nonproducing (terminable)

status. The lease containing the well remains on minimum

royalty"

PARTIAL

ASSIGNMENT
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Keywords

CESSATION OF

PRODUCTION

RENEWAL LEASES

2. If a renewal lease is in a minimum royalty

status a.nd production ceases prior to the end of its term,

the lease reverts to a rental status and changes in the

MMS autc,mated system from a producing (nonterminable) to a

nonproducing (terminable) status when the lease is renewed

again.

CESSATION OF

PRODUCTION

2!! LEASE

J. a. If a lease subject to minimum royalty i8

in its original or fixed term and production ceases, and

if the depleted well is on the leasehold, the lease

remain8 in a minimum royalty status in the MMS automated

system through the remainder of such original or fixed term.

b. If the depleted well is off the leasehold, CESSATION OF

the lease will revert to a rental status on the next PRODUCTION

anniversary date and the account must be changed from a 2Ir LEASE

producing (nonterminable) to a nonproducing (terminable)

status in the MMS automated system, provided there was
nlaver any other on-lease production to warrant minimunl

royalty.

CESSATION OF

PRODUCTION

EXAMPLE: All leases committed to a communitiza-

tLon agraement receive a 2-year extension when the

a(.reemen~ terminates upon cessation of production. The

lease wi~h the well would continue on minimum royalty

(nonterminable status in the MKS automated system)

during ttlis 2-year period, while the lease that merely

p.~rticip,~ted in communitized production would revert to

rental status (terminable status in the MKS automated

s~rstem) on the next anniversary date following

terminatLon of the agreement.

c. Unitized Leases

1. When a producinq lease is seqreqated into
two leases upon commitment in part to a unit, the lease

containinq a productive well remains on royalty/minimum

royalty status. The lease without the productive well

rElverts 1:0 a rental status and the lease account in the

MMS automated system is chanqed from a producinq

(nonterm:i.naDle) to a nonproducinq (terminable) status

(Elee 75 :[.D. 81 (1968).

UNIT

SEGREGATION

BLM MANUAL

Supersedes ReI. 3-108

Rei. 3-293
7/8/94



Appendix 4, Page 3

H-3105-1 -COOPERATIVE CONSERVATION PROVISIONS

3

KeyWords

2. When a unit agreement terminate. and a unit
lea.. contain. a producing well (or a well that was once

capabla of production in paying quantities), the lease

remains on minimum royalty. If the lease does not and

never ,jid contain a producing well, the lease revert. to a
rental .tatuB and th. lease account i. transferred in the

MMS au.~omated .y.t8ID from a nonterminable to a terminable
.tatu. (.e. 71 I.D. 233 (1964).

UNIT
TERMINATION

3. For leases entirelv eliminated from a unit by UNIT

contra.:tion, the leases that contain a producing well (or CONTRACTION
& well that was once capable of production in paying

quantii:ies) remain on royalty/minimum royalty, while the
lease. that do not and never did contain a producing well

revert to a rental statu. and the lease accounts in the MMS

automa1:ed system are transferred from nonterminable to

termin;Lble status .

D.. on Provision

or ure o a en a J.me

Unitizod leases containinq lands outside the unit

pa.rticJ.patinq area (PA) are subject to rental payments at
th. rat:. .pecified in the lease for such lands if there is

no w.lJ. capable of production in payinq quantities on

those J.ands .

HQIl: It there are producing wells on acreage outside the

PA, the wells were determined not to be paying wells
on a unit basi8, but only on a lease basis,

otherwi8e the PA would have been expanded to include

such wells. Thus, the acreage would be subject to

minimum royalty instead of rental at the rate for

unitized nonparticipating area acreage.

The aut:omatic termination provision under 30 U.S.C. 188(b)

does nclt apply to such leases if the rentals are not paid

or if t:he payment is deficient (see Solicitor's Opinion,

Automat:ic Termination of Unitized Leases for Failure to

Pay Rerltal., 69 I.D. 110 (1962) ). When the unit contracts
to the PA, those leases that are entirely outside the PA

are eljminated from the unit and the lease accounts revert

to a rEIntal status, i.e., from a nonterminable to a

terminable status in the MMS automated system. The rental
rate ir, many cases will be at a higher rate upon

elimination of the lease from the unit, as the lands may be

within a known geological structure. It the rental due for

the fiJ:st anniversary date after contraction is not paid,

the lease is then subject to the automatic termination

provisjon, as it is no longer held by the producing unit.
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Rentals due on the leaBes diBcuBBed above fall into two

categories:

1. Rental due on the first anniversary date

after c':)ntraction which, if not paid, will result in

automatic lease termination. No interests or penalties
accrue; the consequence of nonpayment is simply automatic

termina~ion by operation of law.

2. Rental that was due while the lease was

unitized (and, thus, not subject to automatic termination).

The amount due is a debt owed the United States for which

interesl; and penalties accrue. A specific action is

required to cancel the lease it the amount due, includinq

any intjjrest and penalties is not paid.

In the I~irst category, if rental is not paid timely, the

the lealle does DOt automatically terminate if the lessee
was not notified of the change in status of the lease

account (including any increased rental rate) prior to the

rental clue date. The Interior Board of Land Appeals has

held in Husky Oil Co., 5 IBLA 7, 79 I.D. 17 (1972) that

Congre811 intended that the automatic termination provision

of 30 U.S.C. 188 (1970) apply to the regular, annual

rental payment, the necessity for which a lessee had

continuclus notice and that this provision of the law was

not intEtnded to apply to a case where a lessee had no way

of knowing that the obligation had accrued.

NONUNITIZED
RENTAL

UNITIZED
RENTAL

In the Ilecond category, nonpayment of rental due is a

violation of the lease terms that could result in

cancella.tion of the lease. Since the lease does not

contain a well capable of production in paying quantities

and is r1O longer within a unit containing a well so

capable. the lease may be cancelled administratively.

The lessee must be notified of the amount due and allowed

30 days to tender the payment (43 CFR 3l08.3(a). Action

by the 8LM to cancel the lease would take place only upon

a request from the MMS for such action. in accordance with

the 8LM/BIA/MMS Memorandum of Understanding.
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Listing of ALMRS (Case Recordation) Data,Element (DE)
:1775 ILDd 2910 Action Codes Applicable to Handbook 3105-1*

DE 1775 DE 2910

001
057
058
199
218
225
226
234
248
256
257
258
259
260
261
262
417
444
569
642
649
684
690
691
718
762
763
790
970

387
102
058
972
243
868
232
253
245
246
226
235
700
249
248
233
523
496
209
522
649
336
690
691
393
234
763
244
970

Case Established@#
Notice Sent-Prod Status#
Notice Sent-Nonprod Stat#
Cases Consolidated#
Lease Subject to DC#
Effective Date#
Lease Committed to Unit#
Elim by Contrac(Partial)#
Lease Committed to GSA#
Lease Committed to CA#
Elim by Contraction#

Extended#
Lease Segregated#
GSA Terminated#
DC Terminated#
Lease in Unit/Uncommit'd#
Acres -County##
Fund Code###
Case Created by Segr#
CA Terminated#
Lease Paying Min Rlty#
Unit Agrmt Terminated#
Agrmt Validated
Agrmt Invalidated#
Decision Issued

Expired#
Expires#
Terminated#
Case Closed#

Apln Recd/'Case Establish@t
Notic:e Sent-Prod Statust

Notic:e Sent-Nonprod Statt

Cases ConElolidatedt

LeaSE! Sub:lect to DCt

Effec:tive Datet
LeaSE! CoInDlitted to Unitt

Elim by Contrac(Partial)t

LeaSE! CoInDlitted to GSAt

LeaSE! CoInDlitted to CAt

Elim by Contractiont

Extendedt
Lease! Seg1:'egatedl

GSA 'J~ermiI1latedt
DC Te!rmina,tedl
Lease! in tJ'ni t /Uncommi t I dl

Acresl -Co,untytt

Fund Code#tt

Case Created by Segr#
CA Te!rminated#

Lease Paying Min Rltyl

Unit Agrmt Terminated#

Agrmt Validated

Agrmt Invalidatedl
Decision Issued

Expired#

Expiresl
Terminated#
Case Closed#

*

@

#

##

###

See official fluid leasing data standards for complete listing.

Pending ac'tion required.

Mandatory '~se of action code required.

Mandatory '~se of action code required when lands are located in
more than one county.

Mandatory I~se of action code required only for acquired lands mineral
cases.
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Index by KeyWords

~

54
57
29
25
50

7
SI
54
56
29
34
43
II
33
64
50

I
50
SI
20
57
la
26
55
66

45
46
17
19

Accounting Advice -Gas Storage Agreement (GSA Approved) Accounting Advice -GSA Terminated Accounting Advices (Lease Segregation and Extension Null and Void) Action on Case Files (Approved CA) Action on Case Files (Approved Development Contract) Action on Case Files (Approved Unit) ~ Action on Case Files (Development Contract Termination) Action on Case Files (Gas Storage Agreement Approved) Action on Case Files (Gas Storage Agreement Terminated) Action on Case Files (Unit/CA Approval Invalidated) Action on Case Files (Unit/CA Termination) Action on Case Files (Unit Contraction) Additional Ren't.al Required (Segregated Lease) Agreement Termination (Unit/CA Termination) Application fo:~ Lease Consolidation. Approved Development Contract Information Received Approved Uni t ;~greement. Automated Nota1:ion (Development Contract Approved) Automated Nota1:ion (Development Contract Terminated) Automated Nota1:ion (Extension of Segregated Lease) Automated Nota1:ion (Gas Storage Agreement Terminated) Automated Nota1:ion (Lease Coaunitted/Not Coaunitted to Unit) Automated Nota1:ion (Lease Coaunitted to CA) Automated Notat:ion (Lease Coaunitted to Gas Storage Agreement) Automated Notat:ion (Lease Consolidation) Automated Notat:ion (Lease Eliminated/Partially Eliminated by Unit

Contraction} Automated Notat:ion (Lease Extended by Unit Contraction) Automated Notat:ion (Lease Segregation -Base Lease) Automated Notat:ion (Lease Segregation -New Lease) Automated Notat:ion (Unit Approval Invalidated/Segregated Leases

Consolidatecl) Automated Notat;ion (Unit/CA Termination and Lease Extension) Bond Requirement (Lease Segregated by Coaunitment in Part to Unit) Coaunitted LeaSE!/Entirely Eliminated (Unit Contraction) Coaunitted LeasEis/All Remaining in Unit (Unit Contraction) Coaunitted LeasEiS/Part Eliminated (Unit Contraction) Coaununitizatio~i Agreement. Coaununitizatio~. Agreement Approval. Consolidation c,f Leases. Consolidation of Segregated Leases (Unit Approval Invalidated) Consolidation of Unintentional Assigned and Retained Parts of Lease Development Contract. Exhibit A Unit Area Map (Approved Unit) Exhibit B Schedule of Leases (Approved Unit)

32
39

9
44
44
44
23
25
59
30
63
49

6
6
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~

Extension of Nonproducing Leases (Unit/CA Termination) Extension of Producing Leases (Unit/CA Termination) Extensions of Segregated Leases. Field Office Operations Responsibility (Agreement Invalidation) Field Office Review That Public Interest Requirement Has Been Met for

Unit/CA. Gas Storage Agreement. Gas Storage Agreement Transmittal Letter GSA Terminated -Lease Expired. GSA Terminated -Lease Still in Primary/Fixed Term GSA Terminated -Lease Still in Producing Status Guidelines for Lease Consolidation. Horizontal Segregations Not in Public Interest (Approved Unit) Informal Inquiry -Lease Consolidation Initial Review ,of Application to Consolidate Leases Invalidation Notification (Unit/CA Approval rnvalidated) Invalidation of Unit/Communitization Agreement Late Joinder. Lease Account Rlemains in Producing (Nonterminable) Status Lease Account Tt"ansferred from Nonproducing Status to Producing

Status. Lease Account T:t"ansfers (Approved CA) Lease Account T:t"ansfer (Unit/CA Termination) Lease Account T:t"ansfer (Unit Contraction) 0. Lease All WithiJ:1/Not Committed to Unit (Approved Unit) Lease Commi tmen1~ Status. Lease Committed in Part to Unit (Approved Unit) Lease Committed to CA Not Segregated Lease Consolida1:ion Approval. Lease Consolida1:ion for Producing and Adjacent Leases Lease Consolida1:ion Rejection. Lease Eliminated in Entirety from Unit Lease Eliminated in Part from Unit is Not Segregated Lease Entirely <=ommitted to Unit (Approved Unit) Lease Exte]~ded J:or Period of Gas Storage Agreement. Lease Extensione (Unit/CA Termination) Lease Extensions (Unit Contraction) Lease Part:Lally Within/Not Committed to Unit (Approved Unit) Leases in Development Contract Exempt from Acreage Chargeability Leases in <;as St:orage Agreements Not Subject to Segregation or Lease

Extension. .." MMS ProvidE~d Copy of Segregation Decision Multiple Leases Extended (Unit/CA Termination) New Serial NumbE!r/Case File (Lease Segregated by Commitment to Unit)...

Pre-existing Production (Approved Unit).0 Process Pending Assignments (Approved Unit) Promote ConservcLtion of Resource (Lease Consolidation)

38
38
11
27

27
53
54
56
57
57
59

3
64
64
29
27
22
36

17

26

35

46

7

5

8

23

65

63

65

41

41

7

53

35

46

8

49

53

16

38

9

3

4

59
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~

Public Intere51t Requirement (Approved Unit) Public IntereEIt Requirement Not Met (Unit/CA Termination) Record Title J'nterest Must Be Identical in Lands to be Consolidated Relinquish Nonproducing Acreage in Leases (Lease Consolidation) Rental and Ro~.alty Rate (Lease Consolidation) Rental Reduction for Lease Containing No KGS Lands (Segregated Lease)..

Request E'ield Office Report (Application for Consolidation of Leases)..

Retain Le!ase Stipulations for Lands in Consolidated Lease Return Le!ase Account to Nonproducing (Terminable)Status (Unit/CA

Termina t ior1. ) Segregate Leases Fully or Effectively Committed to Unit Segregation Decision. Segregation Effective Date (Approved Unit) Serial Number and Anniversary Date of the Oldest Lease (Lease

Consolidation) State Office Responsibility (Agreement Invalidation) Subsequer1.t Joinder. Termination Notification (Development Contract) Termination Notification (Gas Storage Agreement) Termination Notification (Unit/CA Termination) Transmittal Letter Information (Approved Unit) Uncommitted Leases (Unit Contraction) Unit Agreement and Exhibits. Unit Approval. Unit Contraction. Unit Contraction Information Received Unit Segregation/Extension Null and Void (Unit Approval Invalidated)...

Unit Work File Created in Adjudication (Approved Unit) Unleased Federal Lands (Approved Unit) Unleased Federal Lands (Communitization Agreement) Verification of Leases Affected by Unit Contraction Waiver of Incremental Rental Difference Due to Lease

Segregation/Partial Assignment.

15
33
61
60
62
10
65
62

36

9

9

9

62
28
22
51
56
34

2
43

2
2

41
42
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3
6
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